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Relief that 
France will 
not revive 
intervention 

France’s industrial competitors 
are relieved at evidence that 
the new French government 
will not revive industrial inter- 
vention, despite the shift to 
the left marked by the arrival 
of Mrs Edith Cresson as prime 

imwfrtar ’ Pap jjg 

Right wilts election 

South Africa's right-wing Con- 
servative Party won a by-elec- 
tion victory in Orange Free 
State in what political analysts 
described as a sign of bloody 
confrontation to come. Page 4. 

Poll against whaling 

Uost people in Japan, a leading 
whaling nation, favour an end 
to the slaughter of the mam- 
mals, according to an opinion 
poll by Nippon Gallop. 

General killed 

Gunmen Mlled a retired Turk- 
ish army genual in Aw V ar a 

and wounded annrtw aw i hiw 
driver in the southern city of 
Adana in Ilw lahwtf ^rf draima 
of political attacks. 

Soviet no more 

The republic of Moldavia has 
dropped the winds Soviet and 
Socialist from its name to show 
its gro w ing independence. Bor- . 
der posts Maze, Page 3 

Friendship pica 

Argentina’s ambassador in 
Britain called for restoration 
of links between his country 
and the Falklands which were 

cut-after the 1982 war. . 

Abortion ban upheld 

The US Supreme' Court upheld 
by five votes to four regula- 
tions that bar fjederaUyfinided 

abortion advlcel^rtctory for 
abortion opponents. 

Rabbi blames Israel 

Britain's Chief Rabbi Imman- 
uel Jakobovlts attacked Israel 
for “lording if’’ over the Pales- 
tinians, saying their legitimate 
aspirations could not be denied 
for ever, : - ' -j> * 

Envoy recalled 

The Ethiopian Embassy in 
Zimbabwe said Ambassador 
Asrat Wolde, who met ousted 
president MengJstu Hade Mar- 
iam wfaen he Qed to Harare, : 
had been recalled to. Addis 
Ababa. Violence by night, ' 
Page 4 

Wine crop dama g e d- 

An unseasonahle frost last 
month destroyed 60 per cent . 
of the wine crop of the Jura 
region of eastern Finance, the . 
equivalent of 80,000 bottles, 
the National Office of Wine 
Professionals said, j 

EC agrees fdod aid 

The European Community ' ' 
finally agreed terms with 
Moscow on tiie delivery of 
Bcu250m C$298m) worth of free 
food to the poor and needy in 
the Soviet Union. Page 3 

Lebanese offer 

The newly elected leader of ' 
Hezbollah said & Beirut that 
his group is willing to swap 
Israeli prisaners-fbr Shiite 
Muslim detainees, a deal that 
might help free westerners. 

Lubbers apology 

Dutch prime Minis ter Ruud _ 
Lubbers said he had recently . .. 
received an apology from a 
man who nearly stabbed him 
two years ago. . 
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Tomorrow: Francois 
Spoerry, creator of 
the lagoon city and 
apostle of gentle 
architecture 
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Crete: island of. the 
indomi table 


BHP-BANK in Frankfurt is 
arranging a DMlSOm ($87.7m) 
private placement with Ger- 
man investors to refinance a 
public bond issue made In 1984 


ment of Post and Telecommu- 
nications. Page 24 
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Addis Ababa awaits 
the violent night 
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Bush beats 
move to 
block Gatt 
talks 

The Bush Administration 
narrowly beat off an at temp t 
in the US House of Representa- 
tives to deny the president the 
vital authority he needs to con- 
tinue negotiations in the Uru- 
guay Round and to launch 
talks for a North American 
Free Trade Agreement with - 

Mpylfw and flw n»d» Pagp Jg 

FIAT, Italian automotive and 
industrial group, readied pre- 
liminary agreement with the 
Soviet Union to take a 30 per 
cent stake in VAZ, (Volsktf 
Automohflntf Zavod) producer 
of Lada cars and country's big 1 - 
gest carmakeri Page 18 

UK: Bank of England money 
market operations fuelled spec- 
ulation that the government 
wmM he planning fO CUt bank 
base rates to iLfi per cent 
today to give the economy an 
added boost Page 18 

KUMAGA1 Gumi of Japan, 
one of the world's largest con- 
struction companies, said pro- . 
tax profits could fell by 10 per 
cent this year due to downturn 
in the Japanese property mar- 
ket Page 19 

BT, telecommunications opera- 
tor and UK’s largest private 
company said there was no 
sign of recession earing despite 
14 per cent profits increase 
to more than £3bn ($S.2bn). 
Page 19; Lex, Page 18 

AGF, French state-owned 
Insurance group, is buying 24 
percent of La Union y El . 
rah, one of Spam’s biggest 
insurance companies, from 
its owners, the independent 
Spanish commercial bank, 
Banssto. Page 19 

HONDA Motor, Japanese car 
maker, reported a sharp fell 
in profits in the final quarter 
as US sales proved sluggish, 
the domestic market turned 
soft, and selling expenses 
increased. Page 22 

KLOCKNBR-Humboldt-Deutz, . 
.German engineering company, 
announced!! was feelihg the - > 
effects of economic weakness 
Infbreagn markets. Page 19 

JAPAN'S Sour leading property 
and casualty insurers posted 
lower p rofits despite rises in - 
premium revenues as higher 
vehicte repair and natural 
disaster payments took their 
tolLPage 22 

WHITBREAD, brewer and 
retailer, showed resilience In 
tou^i trading cbndltians with 
a 9.7 per cent increase in prof- 
. its to £29L5m ($5G3-2m). Page 
20; Lex, Page 13 

■ IBM - International Business 
Machines - the world’s largest 
computer manufacturer, is tak- 
ing increasingly profound steps 
to combat the deep structural 
changes in the worldwide com- 
puter. Page 23 

AT&T, American Telephone 
& Telegraph, seems to be close 
to tearing its’ eight-year-old 
headquarters in New York - 
one ;of the city’s most debated ' 
pieces of modem archfiecture - 
to Sony. Japanese electronics 
group. Page 23 


CIA ‘allowed illegal export of US missile secrets’ 


By Alan Friedman, Lionel Barber, Tom Flannery and Eric Reguly In Washington 


US ballistic missile technology and 
military equipment was shipped Ille- 
gally to South Africa between 1984 
and 1988 with the fell knowledge of 
the Central Intelligence Agency, 
according to officials. 

The US officials say they have 
“good reason" to believe that some of 

US hnllliiHr mlaall, technology 

was sent on from South Africa to 
Iraq. 

The officials say this technology 
found its way into Iraqi projects to 
buDd the Wnirim medium-range mis- 
sile and the uncompleted Condor 2 
n ud e a r capahl e 

According to these officials, the 
CIA did nothing to halt the ship- 
ments to South Africa, which vio- 
lated federal export law and the US 
embargo on the sale of military goods 
to South Africa. 


The missile technology sales to 
South Africa which continued until 
November 1988, wore made by Inter- 
national Signal and Control accord- 
ing to former ISC executives and 
Department of Justice and Pentagon 
officials. 

The m 1«* continued after the com- 
pany was bought by Ferranti, the UK 
defence contractor, for 5700m in 1987. 
ISC was later at the centre of an 
alleged fraud involving fictitious con- 
tracts which brought Ferranti to the 
brink of bankruptcy. 

US federal law enforcement offi- 
cials have told a Joint Financial 
Times and ABC News/Nightllne 
investigation that the Illegal ship- 
ments to South Africa included equip- 
ment which could be used to develop 
a ™i«ne capable of carrying nuclear 
warheads. 


The technology shipped by ISC to 
Sooth Africa Included photo-imaging 
equipment used to determine the per- 
formance of missile tests, telemmetry 

trading equipment used to receive 
signals from missiles and gyroscopes 
used in the inertial navigation (or 
guidance) systems of missiles. 

The Illegal missile technology ship- 
ments to South Africa and other vio- 
lations are expected to result In 
indictments in the next few weeks 
according to Department of Justice 
officials. 

Ferranti executives believe that 
ISC was involved in the illegal ship- 
ment of military technology to South 
Africa. However, they refect sugges- 
tions that the company was working 
with the CIA. 

Ferranti executives deny any know- 
ledge of ISC shipments to South 


Africa after the merger of the two 
companies in 1988. 

Separately British sources have 
confirmed that, in early 1989, offi- 
cials discovered that South Africa 
was involved In the development of 
sophisticated air-to-ground missiles 
which ISC was due to deliver to Abu 
DhabL 

According to a senior official con- 
cerned at the time, the £300m deal 
was blocked after London intervened 
with the Abu Dhabi authorities. 

The deal involved ISC's UK 
operations and had initially received 
British government clearance. Bnt 
the official said the missiles, for use 
on Mirage fighters, were of a capabil- 
ity far beyond what Abu Dhabi would 
normally be expected to require. 
South Africa was waiting on devel- 
opment of the missiles for its own use 


and for sale abroad, the official said. 

Other technology shipments from 
ISC - not necessarily sent with CIA 
knowledge • indirectly helped Iraq to 
build a cluster bomb factory and also 
bolstered Baghdad’s anti-aircraft 
radar systems, according to US offi- 
cials who hare been investigating the 
ISC affair. 

It remains unclear why the CIA 
failed to intervene to halt the ship- 
ments. Some US officials have 
suggested that the shipments were an 
elaborate method of Infiltrating the 
South African missile programme 
»ud that CIA may have wished to 
protect overseas operatives who were 
tracking the exports. 

Copies of invoices, contracts 
Continued on Page 18 
Saddam's South African connection. 
Page 6 


Sonia Gandhi refuses leadership 


By David Kousego in New Delhi 


DEEP divisions within the 
Indian Congress party over a 
successor to Mr Rajiv Gandhi 
came into the open yesterday 
when Mrs Sonia Gandhi, his 
widow, dftftHn«d to take over as 
party president 

Mrs Gandhi had been 
selected as the new party presi- 
dent on Wednesday by a small 
group of Mr Gandhi’s close 
tn a move nalwilatad 
to win sympathy votes in the 
aftermath of her husband’s 
assassination. 

Her refusal to accept the 
post leaves a vacuum with no 
atmng contenders for thp lead- 
ership. 

However, it seemed last 
night that one possible choice 
for party leadgtr could be Mr 
P.V. Nararimha Ran, 70, who 
was foreign mfolator imdiw Mr 
Gandhi and had previously 
bain a nrnnhw of cabinet posts. 

Mrs Gandhi said that her 
reasons for refusing the presi- 
dency were personal: “The 
tragedy that has befallen my 
children and myself does not 
make it possible for me to 
accept the presidency of the 
Congress." 

Mrs flandhi had aim com 6 
under strong pressure &dh a 
number of senior party leaders,. 
~ ifi eluding Mr Shared Pawar, '■ 
the chtef minis ter bf Maharash- 
tra, not to accept the post 

They had been angered that 
they had not been c o nsulted 
over tiie choice of Mrs Gandhi 
for leadership. 

They also felt that the fact 
that Mrs Gandhi is an Itahan- 
bom Christian could bring the 
Congress under attack from 
the Hindu revivalist Bharatiya 
Janata party - its main oppo- 
nent in the current general 
election. 

After a first round of voting 
at the weekend, voting h»g still 
to take place in more than 300 


of the 510 constituencies being 
contested. 

The confusion over the Con- 
gress leadership emerged as 
fears of widespread violence in 
the wake of Mr Gandhi’s death 
receded. Most large cities 
returned to normal although 
the army continued to patrol m 
Delhi and other sensitive 
towns. 

Troops and paramilitary 
forces were being drafted into 
the capital to provide security 
protection fir the large num- 
ber of foreign dlgnatories, 
tnciiiriiTig Prince Charles, the 
Prince of Wales, expected fir 
the ftmeral of Mr Gandhi 
today. 

Indian police believe that Mr 
Gandhi was Mil ad by a woman 
on a suicide mission who had 
explosives and a battery char- 
ger strapped to her body when 
she stepped forward to present 
him with flowers at an election 
rally in Tamil Nadu. 

'While Tamil militant groups 
hostile to Mr Gandhi remain 
the leading suspects, police 
were yesterday broadening 
their inquiries. 

With all tha landing political 
parties protesting about the 
length of tha postponement of 
the last two days of polling 
— from Thursday- and Sunday- 
to June 12 and 15 - the deo- 

t hm jfHnmiwuinnpr «my d be WSS 

reviewing requests to bring the 
polling (fetes forward. 

•• Senior Congress lead- 
ers - feeling that early polling 
would win the m a larger sym- 
pathy vote - have proposed 
that the poll should be brought 
forward to June 2 and 5. 

Fearing that the poll could 
result in further violence and a 
parti ament in which there Is 
no dear majority. India’s Presi- 
dent R. V gnimfaiTflniftn has pro- 
posed that a national govern- 
ment be formed and that. 
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Sonia Gandhi arriving at the official laying in state of her husband yesterday 


possibly, the election should be 
cancelled. These ideas have, 
however, been rejected by the 
major parties. 

A Congress party spokesman 
gave no Indication of when the 
party's policy-making body 
would meet to elect a new 
leader. He said that the work- 
ing committee would meet at 


“an appropriate time" to 
review the situation. 

The manoeuvre to elect Mrs 
Gandhi as party president 
seems to have been based on 
an attempt to avoid quarrels 
within the party and provide a 
leader they could manipulate. 
Among the prime movers was 
Mr R. K. D ha wan, who had also 


managed Mrs Gandhi's private 
affairs. 

It remains uncertain 
whether Mrs Gandhi was con- 
sulted in advance or whether 
the decision had been “commu- 
nicated" to her as the party 
spokesman said. 

Suicide woman leaves few 
clues. Page 4 


Tetra Pak 
gains EC 
approval 
to bid for 
Alfa-Laval 

By Andrew Hill in Brussels 

BRUSSELS yesterday told 
Tetra Pak, the Swiss liquid 
packaging group, it could pro- 
ceed with its SKrl6.25bn 
($2.65bn) bid for Alfa-Laval the 
Swedish dairy and food pro- 
cessing equipment company, 
which has been held in limbo 
since February. 

Yesterday’s announcement 
that the suspension of the Alfa- 
Laval bid has been lifted 
means that the deal has won 
unconditional approval, 
although the news caused ini- 
tial confusion at Tetra Pak and 
in Stockholm, where Alfa- 
Laval's shares are quoted. 

A European Community 
(EC) official said formal 
approval might not come until 
July. “But the Commission 
sees no point in holding back 
the merger when to all intents 
and purposes there's no prob- 
lem with It: delay would be 
expensive and cause bad feel- 
ings.” 

The in-depth inquiry into the 
bid. launched by the EC’s 
merger-control task force in 
March, was the first investiga- 
tion of a deal between two 
groups based outside the EC. It 
comes hard on the heels of 
Wednesday's bargain with Fiat 
of Italy, which was told by the 
Commission that it bad to 
reduce its stake in a French 
car-battery producer If it 
wanted to merge its battery 
subsidiary with that of French 
group Alcatel-Als thorn. 

Mr Bertil Hagman, Tetra 
Pak’s president and chief exec- 
utive. yesterday praised the 
Continued on Page 18 


K-11I BUYS MEDIA INTERESTS 


News Corp agrees $650m sale 
of US magazines to KKR arm 


By Alice Ha w t h orn in London and Karon Zagor in New York 


NEWS Corporation, Mr Rupert 
Murdoch’s heavily indebted 
media group, yesterday agreed 
terms for the $650m sale of part 
of its US magazine interests 
and confirmed that it was in 
discussions over the sale of 
other businesses. 

The magazines - which 
include Racing Form, Soap 
Opera Weekly, Seventeen, Soap 
Opera Digest and New Woman 
- have been sold to K-lU, the 
publishing company controlled 
by Kohlberg Kravis Roberts, 
the investment banking busi- 
ness which is one the most 
powerful takeover players in 
the US. 

News Corp, which earlier 
this year completed an emer- 
gency $7.6bn. financial restruct- 
uring programme, is trying to 
raise money to meet the capital 
repayments on its debt. 

It said yesterday It was in 
negotiation with potential pur- 
chasers over further disposals. 
News Corp refused to comment 
on speculation that it was dis- 
cussing toe sale of its commer- 
cial printing interests in Aus- 


tralia. 

The proceeds of the K-ll l 
deal which win produce $600m 
in cash payment and $5Qm in 
defered cash payments, wfil go 
towards the J800m that News 
Corp has to pay its banks by 
next February as the first 
tranche of its $2bn capital 
repayment programme. News 
Corp then has to make three 
subsequent payments of $400m 
at six monthly Intervals. 

The acquisition will turn 
K-lll - which is also involved 
with educational books, trade 
magazines and data bases - 
into a substantial player in the 
US. Its revenues wfil increase 
from $50Qm to around 8800m. 

A sour ce dose to the deal 
said KKR, which holds a 75 per 
equity stoke in K-lll, will pro- 
vided percent of the S650m hi 
cash or equivalents. The 
remaining SO per cent will be 
raised from bank debt 

However KKR is not 
involved in the day-to-day 
management of K-lll, which is 
headed by Mr WHIaim Reilly, 
former president of the Mac- 


millan publishing group. K-1U 
plans to run the Murdoch mag- 
azines as a stand-alone group 
of consumer publications. 

Mr Reilly said there were no 
plans to change editorial 
policies of the magazines. “We 
intend to build on this base 
through future acquisitions 
and start-ups as we have done 
with our other companies,” he 
said. 

News Corp is believed to 
have initially offered to sell 
nine magazines -including 
Mirabella, its loss-making 
women’s monthly, but not the 
profitable Racing Form - to 
K-lll for a lower price. 

However K-HT came back 
with a higher bid if Racing 
Form was substituted for Mira- 
bella. 

News Corp said yesterday it 
was committed to supporting 
Mirabella in the US. 

However it recently 
announced the closure of the 
recently launched UK edition. 

News Corp also plans to 
keep TV Guide, the US televi- 
sion listings magazine. 
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Bob Hawke, Australian 
prime minister, is 
always at his most 
\ dangerous when his 
opponents think- he Is 
& beaten. But there are 
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AN IMPORTANT 
MESSAGE 
TO THE FINNISH 
BUSINESS 
COMMUNITY: 


Otop complaining about problems caused 
by the recession. Roll up your sleeves and 
get out of it 

For now there is a worthy sparring 
partner to help you, and to generate results 
for you in any aspect of export marketing 
and advertising, market research, professional 
PR & Sales Promotion throughout the world. 


Consultants in international marketing and advertising 
Kanavaranta 3 D, SF-00160 Helsinki, Finland 
Telephone+358 0 635 683, telefax +358 0 635 701 
Contacts: Martti Kirsitie and Jouko Huju 

Austria « Belgium * Canada • Denmark ■ France • Germany * Greece • Hong 
Kong & PR China • Iceland • Ireland • Italy • Japan • Malaysia * Netherlands 
• Norway • Portugal ■ Singapore • Spain • Sweden • Switzerland • Taiwan * 
Turkey + United Kingdom • United States of America 
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EUROPEAN NEWS 


Rural Spaniards to carry the day 

Peter Bruce evaluates the strength of socialist votes in Alburquerque 


J ust after midnight on 
Tuesday and Alburquer- 
que is buzzing. Election 
banners strung between build- 
ings and pamphlets on the 
streets remind everyone that 
Spain goes to the polls on Sun* 
day in nationwide local elec- 
tions and in most of its states. 

Topped by a 14th century 
castle that looks into Portugal, 
this tiny Ext rsmad uran village 
is not conversation-friendly. 
Music booms oat from a small 
fairground set up in the main 


Stocky, tanned farm workers 
with huge necks and clean 
white shirts stroll with their 
families past some of the stalls. 

Rural Spaniards will carry 
the day for Prime Minister 
Felipe Gonzales on Sunday. His 
Spanish Socialist Workers 
Party (PSOE) may, according 
to the polls, taltp a hammering 
in the cities on May 26. Social- 
ist rule in Seville, Valencia and 
Barcelona is »w«ter threat as 
educated Spaniards tire of the 
s^rialist rhetoric the party 
pours out at election time, only 
to revert to its text-book mar- 
ket economics after the polls 
have closed. 

House prices are beyond the 
reach of young people. Interest 
rates are chronically high. 

The traffic is appalling and 
the socialists seem unable to 
control petty crime and drug 
peddling. 

Madrid, in the hands of a 


right wing coalition, is going to 
be very hard ter the sodahsts 
to recapture. 

But in Alburquerque, with 
its 4,500 voters, most oppo- 
nents are resigned to the PsOE 
remaining the biggest party. 

“They will win," says Mr 
Francisco Mariscal, a long 
standing councillor ter the con- 
servative Partldo Popular. 

“These people are poorly 
educated and easier for the 
^yqniiata to manipulate." 

Up to 80 per cent of the popu- 
lation over 40 years old may be 
functionally illiterate. 

“And look at the Old folk at 
the railings there," says Mr 
Arturo Alvarez, leader of local 
communist-led Izquierda Unida 
(IU). “Before they were pen- 
sioners they had probably 
never seen the sea. Now the 
socialists take them on bus 
trips, give them medical 
care...” 

The socialist mayor. Mr Emi- 
lia Martin, is impossible to see. 
But he, like all rural mayors in 
Extremadura and Andalnda, is 
key to Prime Minister Gonz- 
alez’ continued rate in Madrid. 

These mayors have the 
power to “buy” votes. 

When the socialists came to 
power in 1962, they instituted a 
system known as the peonadas, 
an unemployment subsidy for 
farm workers. 

For every 60 days worked in 
one year, they would be given 
the right to 180 days’ benefit 


the following year in return for 
doing odd jobs for the local 
municipality. 

But the peonadas have 
become a political instrument 
In theory, a mayor can sign 
peonadas, attesting that people 
have done their work, which 
are then taken along to the 
local employment office and 
exchanged for payment 

M r Martin has just 
been accused by 
Labour Ministry 
inspectors of falsifying thou- 
sands of peonadas, allowing 
people to earn money for work 
they may not have done. 

Mr Martin, unlucky, maybe, 
to have been accused, is not 
alone. The abuse of the peona- 
das is widespread around 
Extremadura and Andaluda 
and goes a long way to explain- 
ing how the socialists remain 
in power in Madrid. 

Bui if a large part of the vote 
that keeps them there can 
barely read or write, the cities 
may be about to teach them a 
hard l»«nn Seville is home to 
Mr Gonzdlez and his former 
deputy prime minister, Mr 
Alfonso Guerra - still deputy 
party leader and chief party 


The socialists have thrown 
some $ 8bn into_£he World 
Exposition in Seville next year 
- a new airport, new high speed 
train to Madrid, new roads - 
and rejection in their back 
yard would hurt 

Assuming the city to be sate, 
Mr Guerra has, typically, 
imposed a friend, Mr Luis 
Tanez, as mayoral candidate. 
But Mr Yanez is a weak choice, 
able only to promise more 
money from Madrid If elected. 

Bad results in the dries may 
at least dawing R Mr Guerra’s 
position in rim party machine 
and help seal deep divisions 
between the party and its con- 
servative government 

The cities matter. In 1931, 
when rite monarchists took rite 
country by holding the rural 
vote, King Alfonso XZD never- 
theless felt obliged to abdicate 
the next day because the 
Republicans had taken the 
cities. 

In modem Spain, a divided 
opposition wiAwryf the socialists 
are able to survive by making 
deals - ft will support an HJ 
mayor in Cordoba if the IU 
supports a socialist mayor in 


Growing support for the 
local Partido Andahzcista has 
forced Mr Guerra to make 
extra appearances in the city 
and even Mr Gonzalez has had 
to walk around talking to peo- 
ple, which he hates. 


That power broking may 
even reach down into places 
like Alburquerque, but as the 
music starts up for another 
night of fiesta and the people 
h ^a d for the bars on the Plaza 
de Espana, who cares? 


Air France 
ruling ‘was 
ignored’ 

By George Graham in 
Parte 

THE French g ove rn ment has 
sidestepped the conditions 
imposed by the European Com- 
mission on last year’s takeover 
by Air France of its two main 
French rivals, OTA and Air 
Inter, and continues to protect 
the natio nal from com- 

petition, according to a French 
Senate report 

The report says the govern- 
ment has got around rite provi- 
sions of its agreement with rite 
Commission, which were 
designed to introduce an ele- 
ment of competition into the 
French market after the 
merger. Under the merger, 
both internal and Interna- 
tional flights were concen- 
trated overwhelmingly in the 
hands of Air France and its 
subsidiaries. 

However, the government’s, 
choices in the allocation of 
new routes to independent air 
carriers appear Intended to 
limit competition. 

The senators attack the gov- 
ernment's refusal to allow new 
carriers to operate from Orly, 
the Paris hub for domestic 

fli ghts By insisting that they 

should fly from Roissy-Charles 
de Gaulle, the main interna- 
tional airport, it it much 
more difficult for these compa- 
nies to wakg money. 


Chernobyl 
health fears 
maintained 

By Michael Utttejoftns 
in New York 

MR Anatoly Karpov, head of 
the largest international group 
providing hmnflrrttjn-ifln aid to 
Chernobyl victims, yesterday 
criticised reports that claims of 
health damage through the 
1986 nuclear power disaster 
were ^re gg e re tw il. 

At a press conference in the 
UN, Mr Karpov, the world 
chess champion, said the 
report carried out unde r the 
auspices of the International 
Atomic Energy Agency foiled 
to study 116,000 people evacu- 
ated from a highly contami- 
nated “dead zone”, as wen as 
more than 600,000 clean-up 
workers. 

More than 1,000 in these 
dean-up crews since died from 
radiation exposure and 40 per 
cent of them were under 40 
years old, hesafaL 

My Karpov nfflrlulu 

in the Soviet Ministry of 
Nuclear Power for p uttin g the 
best possible face on the disas- 
ter because they were eager to 
prevent any attempt to mode . 

tfw pypantrinn rf wiMcay gwnnr - ' 
ating plants. 

Mr Karpov, who discussed 
the UN International Cherno- 
byl Project report with Mr 
Javier Peres de Cuellar, the 
secretary-general, said some of 
the worst effects of tiie disaster 
woe only now being seen. 


Some new 

• A three minute cheap rate local call costs the same as it did in 
1981 - just 4.2p exc. VAT. (4.94p inc. VAT at 17.5%.) 

• Over 95% of BT public payphones are working on any given day. 

phone numbers 

• Over 88% of faults are cleared within one working day of you 
telling us. 

• Over 95% of new lines and equipment are delivered on the date 
you arrange with us. 

to keep you 

• Now 75% of our customers are already benefiting from our new 
modern exchanges giving them quicker, clearer lines and the 
option of itemised bills. 

• Overall, we invest £11 million every working day, to improve and 
expand the services we offer our customers. 

in touch. 

These are just a few points from our new Customer Service Report. 

If you would like the full story, call us free on 0800 800 885 and 

we’ll send you a free copy. 
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expenditure falls 
by 5 per cent 


By Robert Taylor' in Stockholm 


GLOBAL expenditure on 
defence fell by 5 per cent teat 
year to S960bn(£54Sbn), accord- 
ing to the International Peace 
Research Institute.' 

•Rie US and the Soviet Union 
contributed more than 60 per 

cent of this total, says the Sipri 
yearbook published today. Mili- 
tary spending fell by 6 per cent, 
in the US and by 10 per cent in 
the Soviet Unkm last year. But 
even after those cuts, VS 
expenditure was nearly 30 per 

rent Vri ghw thaw in 1980 

Soviet spending was almost 38 
per cent higher. 

Defence spending in the 
Third World last year was 
around JI50bn. or 16 per cent 
of aggregate world military 
expenditure. Although Sipri 
has recorded a rapid drop in 
Third World military spending 
since 1964, mainly because of 
economic difficulties, the year- 
book suggests that s pend i n g 
stabilised in 1990. This may 
imply that a floor has been 
readied, raising concern that 
defence spending may again 
rise if and when economic for- 
tunes allow, It adds. 

Sipri calculates that the 
global value of trade in major 
conventional weapons last year 
was $ZL7bn (at the 1985 dollar 
value), a 35 pm* cent decrease 
from the 1989 figure. The value 
of deliveries of major conven- 
tional weapons in 1990 was two 
thirds less Own in the peak 
year of 1987. 

An estimated 55 per cent of 
the deliveries were to Third 
World countries. Together the 
US and the Soviet Union 


Moscow welcomes US 
proposal on weapons 


THE Soviet Union yesterday 
welcomed new US proposals to 
ban rfigwiirai weapons, and 
indicated it was ready like 
Washington to destroy all 
stocks after an international 
treaty was negotiated, Reuter 
reports from Geneva. 

Soviet delegation head, Mr 
Sergei Batsanov. told the 39-na- 
tion Geneva disarmament con- 
ference that the US move 
opened the way for a break- 
through to agreement, with the 
aim of resolving aB outstand- 
ing problems before ft* end of 
this year. 

He was responding to a mes- 
sage last wade Iran President 
George Bush which dropped 
two previous key US damsiHfa 
- the right to use chemical 
arms in retaliation, and insis- 
tence (hi keeping a small stock- 
pile until all nations with such 
weapons had agreed to a 
treat y . 

Complex negotiations on out- 
lawing development, produc- 


tion and use of chemical weap- 
ons and the destruction of 
minting stocks have been drag- 
ging on at the Geneva forum 
since 1968. 

A 1925 international protocol 
prohibited their Use, but UN 
investigators reported the; 
were employed during the Iraq- 
Ran war of 196988. 

President B ush proposed all 
stocks be destroyed in the 10 
years following conclusion of a 
treaty, superseding a draft 
agreement dgrrai with Presi- 
dent wvhaii Gorbachev, the 
Soviet president last June 
which committed both states 
to destroy all but 5,000 tonnes 
- or two per cent - each of 
their '■twriWi weapon stocks 
by 2002. 

Retaining reserve US and 
Soviet stocks was intended as a 
safeguard until all states capa- 
ble of producing chemical aims 
had joined an agreement ban- 
ning them. 


Retired general murdered 
by gunmen in Turkey 


GUNMEN killed a retired 
Turkish army general in Ank- 
ara yesterday and wounded 
another and his driver in the 
southern city of A dana in the 
latest of dozens of political 
attacks. Renter reports from 
Ankara. 

The Anatolian news agency 
said Major General Ismail 
Selen, killed in the Turkish 
capital, was a former military 


commander in southeast Tur- 
key wher e the Kurdish Work- 
ers Party (PKK) has been fight- 
ing for independence since 
1984. No-one has admitted 
responsibility for this attorft, 
The shooting in Adana, car- 
ried out by three gunmen, was 
c l ai med by the extremist Dev- 
Sol (Revolutionary Left) group 
in a call to the Adana office of 
the Huniyet dally. 


AU TOM ATIC 

IDENTIFICATION 

The FT proposes to 
publish this survey on 
Jane 17 1991. 

The Financial Times 
unsurpassed reputation 
for producing topical 
authoritative editorial, 
ensures that this survey 
will be an essential 
point of reference for all 
businessmen interested 
in fast and accurate 
automatic data capture. 
If you want to reach 
this important audience 
, call Jessica Perry on 
071 S73 461 1 or fox 071 
873 3062. 
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accounted for 89 per cent of 
total arms deliveries, by value, 
last year. However, the US 
share rose to. 40 per cent from 
34 per cent in 1989, while the 
Soviet share dropped to 29 per 
cent from 37 per cent the previ- 
ous year, reflecting the decline 
in the Soviet arms trade to 
indte, Iraq and Afghanistan. 

Nine countries accounted for 
80 per cent of. Soviet arms 
exports test year - India. Iraq. 
Afghanistan, north Korea, 
Syria, Angola. Poland, East 
Germany and Czechoslovakia. " 

The Gulf cods made Sandl 
Arabia the largest armsdm* 
porting nation, followed by 
several other Guff states, but 
elsewhere in the Middle East 
Sipri estimated there was a 
decline in the arms trade. 

The yearbook also takes a 
close look at Iraq’s weapons 
imports in the 1960s. Its latest 
calculation is that the country 
imported $2?.3S9bn worth <rf 
arms over the decade, with 56 . 
pa cent of the aggregate sales 
coming from the Soviet Union, 
19 pee cent from France and 8 
per cent from China. 

Sipri calculates the economic 
costs of the Gulf crisis before 
the onset of war in mid-Janu- 
ary amounted to SS3ba - this 
ex clud es the cost and devasta- 
tion of the conflict Itself. The 
sum Is almost equal, says Sipri, 
to the toted annual foreign 
assistance that Third World 
countries currently receive. 

Sipri also records a decline 
in the number of major armed 
conflicts in the worid last year 
to 31 from 33 in 1989. 
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EC reaches accord on feeding Soviet poor 
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By David Buchan in Brussels 

THE EC finally agreed terns 
with Moscow yesterday on the 
delivery of Eco250m (£172Jfan) 
worth of fine food to the poor 
and needy in the Soviet Union. 

The agreement came at a 
meeting of the EC-Soviet joint 
committee that »i»» iHw™^ 
progress towards economic 

reforms which Soviet mni-iah 

hope could unlock large 
amounts of macroeconomic aid 
from the west 
Mr Ernest Obminsky,. the 


deputy foreign minister who 
led the Soviet delegation, said 
he thfig h t most of the mem- 
bers of the Group of Seven 

main h uh« l ri flHn»ri Countries 
favoured inviting President 
Mikhail Gorbachev to their 
July summit, at which aid to 
the Soviet Union wUt be dis- 
cussed. 

"If the West comes out of 
that meeting with the feeling 
that the (Soviet) process is in 
the right direction, the finan- 


cial terms could be settled," he 
said. With a total debt of 
$63bn (06.41m), an economy 
of the Soviet Union's size 
could support more 
if the West were ready to h 
he suggested. 

But EC officials pressed 
their Soviet counterparts on 
the country’s payments 
arrears, which amount to 
DM2bn (£600mj owed to Ger- 
man companies ««i cigflm to 
UK companies. Mr Obminsky 


acknowledged western aid 
depended audafiy on political 
stability In the Soviet Union. 
Aid of “SSObn or QOObn would 
not help if we have a situation 
of conflict or war in oar 
countr y" . 

The EC is to start delivering, 
through charity organisations, 
a first delivery of 80,000 
tonnes of food, worth 
Ecu215m, in July to a list of 
hospitals, orphanages. kinder- 
gartens and old people’s 


West’s aid ‘should be tied to democracy’ 
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By Anthony Robinson 

THE resignation at President 
Mikhail Gorbachev his 
replacement by a democratic 
regime with. popular' support 
should be a- pre-condition of 
any largescale western finan- 
cial awd Other to Hv? 

Soviet Union, according to Pro- 
fessor Anders Aslund, one of 
the most rejected analysts of 
t*“» Soviet economy. 

Speaking at the Royal Insti- 
tute of International Affair s in 
London he argued that, with- 
out prior democratisation, 
western aid would be more 
likely to lead to another unsuc- 
cessful attempt at authoritar- 
ian stabilisation, ^ that tried 
by General Wojdech Jaruzelski 
in Poland after 198L 

BTs remarks to h naiwwanTMOT, 
diplomats and academics ran 


counter to the plea by Profes- 
sor Jeffrey Sachs and other 
Harvard economists for the 
west to provide conditional 
assistance of between $20bn 
C£lL5bn) and $30bn annually to 
assist Soviet reform. They 
could also affect the current 
attempt by the Soviet leader to 
attend the forthcoming meet- 
ing of leaders from the seven 
leading industrialised coun- 
tries (G7) in London in July 
which has been sceptically 
treated by several western gov- 
ernments. tlr Grigory Yavlin- 
sky/ a leading Soviet econo- 
mist, Is currently in the US 
preparing a reform package. 

Professor Asltmd rejected Mr 
Gorbachev*s explanation for 
the collapse of the Soviet econ- 
omy as a consequence of 


demolishing the old command 
economy before creating a 
market system to replace it "It 
is not an organisational prob- 
lem. The roots ... lie in the 
failure to curb the growing 
budget deficit the explosion of 
wages after passage of the 
state enterprises law in 1988 
and the out rag eous increase in 
social benefits after elections 
to the Congress of People's 
Deputies in 19£S," he said. 

This year's expected budget 
deficit of Rbs248bn, nearly 20 
per cent of GDP, could be 
accounted for entirety by the 
allocation of RbslSObn to new 
social programmes and 
RbsllObn to new consumer 
subsidies, he ««*«*«* 

Further pressure came from 
the sharp increase in defence 


spending to Rbs96bn, although 
the military insist this is a 7 
per cent reduction in real 
terms. "These three factors are 
sufficient to explain the cur- 
rent crisis with its market 
imbalances, increasing reluc- 
tance to exchange goods for 
money r einfo rcement of all 
the latent autarchic forces in 
the system,” he said. The 
result was sky-rocketing infla- 
tion and an expected 20 per 
cent decline in GDP this year. 

The Soviet economy was 
now virtually in free fall, after 
a 10 per cent decline in GDP. 

Faced with the choice, the 
west should give preference to 
helping the newly democratic 
regimes of eastern Europe 
rather than the unreformed 
Soviet Union, he said. 


homes, eventually provided by 
Moscow after delay. A second 
slice of aid, amounting to 
12,700 tames worth Ecu35m, 
win go later. 

Mr Obminsky said Moscow 
was still in talks with the EC 
and western commercial banks 
for up to EcuSOOm in EC-guar- 
anteed credit to buy food. Also 
still under discussion is the 
EC’s promised Ecu400m worth 
of technical aid. 

Gorbachev visit, page 6 

Lithuanian 
border posts 
set alight 

SOVIET security forces 
yesterday set fire to impro- 
vised Lithuanian border posts 
as part of an undeclared war 
a gwiwBt Lithuania’s attempts to 
act as an Independent republic, 
writes Leyla Boulton In 
Moscow. 

The dawn raids an four posts 
set up by Lithuania on its bor- 
der with Latvia contrast 
sharply with the Kremlin's 
promise to resolve disputes 
with the breakaway republic 
by political means. 

A Lithuanian spokesman 
said that two Lithuanian bor- 
der guards were injured in the 
attacks. Lithuania says the 
border posts are to stop black- 
marketeers from smuggling. 


Old regime comforts 
many east Germans 


v.t sti] By David Goodbart In Bonn 
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A DISTURBING number of 
east Germans see the old com- 
munist regime in. a more posi- 
tive light because of their cur- 
rent economic uncertainties, 
Mrs Birgit Breuel, new presi- 
dent of Treuhand, the agency 
charged with privatising east 
German inrfn afa - y , says. 

Mrs Breuel declared: "For 
many people, all the positive 
things — free elections, free- 
dom of travel and speech - are 
overshadowed by *Ma fear.” 
Treuhand’s financial Hmttn for 
thfai year — DMSObn in guaran- 
tees for east German corporate 
borrowing and DM25bn in 
actual Treuhand spending — 
were insufficient, she . added. 
“We have spent DM7tm alone 
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in the first half of 1991 on 
interest payments for the 
DMIOObn of old debts carried 
by east German firms.” 

It might be <wii of 
year before all companies pro- 
duced their first DM balance 
sheet, despite the origh 
deadline of last October, 
per cent of companies have 
produced DM balance sheets; 
more have their own business 
plans. About 1,660 cnmpaniaa 
out of 8 , 000 -plus have been sold 
(with 485 dosed), and DM55bn 
in new private investment has 
been pledged. Five per cent of 
companies have been sold to 
foreign concerns but Treuhand 
is to open in New York and 
Tokyo. 


Poles urged to accept reform 


By Christopher Bob! raid In Warsaw 


POLAND would face 
"economic chaos" if present 
stringent monetary policies 
were dropped, Mr Leszek Bal 
cerowicz, deputy prime minis- 
ter, told pamament yesterday. 

Mr Balcerowicz was speak- 
ing ahead of a debate on the 
economy due today . His warn- 
ing follows Solidarity's day of 
protests against government 
policies on Wednesday. 

He warned against any eas- 
ing of monetary restrictions 
agreed with the International 
Monetary Fund. "Healthy 
growth cannot be bought at 
the price of high and mounting 
inflation,” he said. 

Nr Balcerowicz implied mon- 
etary policies were, if any- 
thing, too slack and banks 
would be told to tighten policy * 
towards chronically indebted 


enterprises. The government 
would also to speed up privati- 
sation of state sector enter- 
prises. Further efforts would 
be made to open markets to 
Polish goods and to attract 
-western investment 

Philips, the Dutch electron- 
ics group, pledged to invest 
about 8300m (£L73.4m) over the 
next five years In the Polam 
Pfla li ghting plant in an agree- 
ment signed yesterday. 

Philips ha« been negotiating 
a takeover of the plant, in the 
north-west of the country, 
since the beginning of the year. 
In February the government 
agreed to sell 51 per cent of the 
sha-rea for yifim. The Philips 
stake rises to 66 per cent under 
tha deal si gned yesterday, with 
the Dutch agreeing to cover 
costs arising from environmen- 


tal pollution by the plant. 
Workers at Polam Pila had 
threatened to go on strike 
unless the agreement was 
signed by May 23. A majority 
private shar e in the company 
removes the government’s 
wage control restrictions. 
■The US Boston-based Pioneer 
Group has filed the first appli- 
cation to Poland’s new Securi- 
ties Commission for permission 
to set up an fund aimed at 
investing in Polish companies. 

The company would hope to 
raise $100m from Polish inves- 
tors and to place some on the 
country's fledgling securities 
market and the rest abroad. 

Pioneer will withdraw its 
application unless the Poles 
give permission for the funds 
raised at home to be invested 
abroad. 



Allied veterans of the 
unsuccessful attempt to hold 
Crete against German invasion 
50 years ago this week during 
a ceremony on the Greek 
Island yesterday. The com- 
memorations end on Sunday 
with the attendance of Chan- 
cellor Helmut Kohl, who was 
Invited as a mark of a new ere 
in Europe since German unifi- 


cation. Hundreds of German 
veterans are also attending 
ceremonies with their former 
enemies from New Zealand, 
Australia, Britain and Greece. 

About 30,000 Common- 
wealth, Greek and German 
soldiers died in the battle. 
Fighting lasted 11 days before 
German paratroopers over- 
powered Crete’s defenders. 


Europe venture capital 
investment in decline 


By Charles Batchelor 

THE European venture capital 
industry’s record of unbroken 
growth was interrupted in 1990 
when money raised and sums 
Invested declined. The setback 
was noticeable in Europe’s 
most developed venture capital 
markets: Britain, France and 
the Netherlands, but the Ger- 
man market came alive after a 
long torpor. 

Venture capitalists raised 
EcwL6bn (£3.2bn) in 1990, a fell 
of 21 per cent on 1989, taking 
total venture capital funds, 
invested or available for invest- 
ment, to Ecu28.4bn, the Euro- 
pean Venture Capital Associa- 
tion said. Investments totalled 
Ecu4.1bn, 3 per cent down on 
1939. 


The UK continued to domi- 
nate the industry in Europe, 
accounting for just over half 
the venture capital pool, but 
continental European venture 
groups together raised more 
than their UK counterparts for 
the first time. 

UK groups raised Ecu2Abn, 
down on the Ecu3JJbn raised in 
1989, while continental groups 
raised Ecu2.4bn, up from 
Ecul^bn the year before. 

Germany overtook the 
Netherlands and Italy in 1990, 
in terms of size of the national 
venture capital pool. It rose 
from number five to three in 
the European league table, 
with a total Ecu2.1bn funds 
available. 


Martell 
fined for 
obstructing 
export rival 

THE European Commission 
yesterday lined Martell, the 
French cognac producer and 
distributor, Ecu300.000 
(£210.000) for obstructing 
cognac exports to Italy by a 
rival distributor, writes David 
Gardner In Brussels. 

Distribution Martell Piper 
(DMP), the distribution arm 
Martell owns jointly with Piper 
Heidsieck, was also fined 
Ecu 50,000. The move is part of 
a clampdown on attempts to 
restrict competition through 
the use of exclusive distribu- 
tors. 

Brussels acted after a com- 
plaint from Vincent Gosme. a 
French wine, spirits and food 
wholesaler which exports 
cognac to Italy, where Martell 
has an exclusive distributor. 

When Gosme increased its 
orders in an attempt to export 
more, DMP withheld the bulk 
order discounts to which It was 
entitled by virtue of its mem- 
bership of one of the main 
French wholesalers' organisa- 
tions. The effect was to force 
Gosme to mark up its cognac 
in Italy by more than 25 per 
cent. The Commission con- 
cluded that this restrictive 
practice was part of a deliber- 
ate strategy by Martell and 
DMP to restrain so-called "par- 
allel exports". 

Kohl sees 
common EC 
defence 

MR Helmut Kohl, the German 
Chancellor, said yesterday that 
a common European foreign 
policy must, in the long run. 
Include a common security and 
defence policy, writes Robert 
Mauthner, Diplomatic Editor. 

However, he stressed in a 
speech at Edinburgh university 
where he was awarded an hon- 
orary doctorate, that such a 
European policy must neither 
replace nor weaken the Atlan- 
tic Allian ce. "The Allian ce and 

the presence of US troops In 
Europe remains indispensable 
for our security.” 

He reiterated the German 
position that a treaty on politi- 
cal union must go hand in 
hand with a treaty on eco- 
nomic and monetary union 
being discussed by two inter- 
governmental conferences. 
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Cross-border 
corporate finance 
has always been 
one of our skills. 

Now we’ve 
made it an art. 
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Party in disarray as Sonia Gandhi rejects presidency 


By David Housego in New Delhi 

THE Indian Congress party was in a 
state of disarray last night after Mrs 
Sonia Gandhi, the Italian-born widow 
of Mr Rajiv Gandhi, declined to accept 
the presidency of the party. 

“The Congress party has been in 
power so long and yet they cannot 
fin d a leader”, said one of the party's 
inner circle impatiently. Mrs Gandhi 
was the easy choice to forestall fur- 
ther leadership quarrels. But her 
being both Italian-born and a Chris- 
tian made her a liability in the eyes of 
many senior Congressmen to a party 
whose main opponent In this election 
is the Hindu revivalist movement 


Apart from her, there are no other 
obvious choices. The most senior fig- 
ure In the party, and now the most 
Ukely successor, is Mr PV Narasimha 
Rao, 70. who was long an unofficial 
number two to Mr Gandhi He was 
foreign minister under Mr Gandhi and 
home minister under his mother. But 
he has been in poor health after 
recent open heart surgery and has no 
wish to assume the leadership in the 
midst of an election campaign. 

A second possibility is Mr ND 
Tiwaxt 57. A large heavily built man 
who always wears a white Nehru cap, 
he has been finance minister in the 


central government and chief minis- 
ter of Uttar Pradesh. He is the Con- 
gress “boss" in UP - but one whose 
loyalty Mr Gandhi doubted. Mr Tiwari 
has great political astuteness and skill 
In backroom manoeuvres. But he is 
more a politician of the Hindi speak- 
ing north than he is a national leader. 

A third contender is Mr Sharad 
Pawar, chief minister of Maharashtra. 
He is also more a regional “boss” than 
national politician. He played a key 
role in putting pressure on Mrs 
Gandhi to decline the presidency. Mr 
Pawar has also been a prime mover of 
a long simmering scheme to reunite 


tiie Congress with factions of the Jan- 
ata Dal under the leadership of Prime 
Minister Chandra Shekhar. 

The party's difficulty in finding a 
leader reflects weaknesses in the way 
it has been run both under Mrs 
Gandhi and Rajiv. Jawaharlal Nehru 
allowed talent to flourish under his 
leadership and had thus several min- 
isters or heads of governments in the 
states who developed strong reputa- 
tions. Both Mrs Gandhi and her son 
feared that their ministers could 
become their rivals and therefore clip- 
ped their wings. 

Coupled with this system erf pre- 


venting senior Congressmen from 
becoming too successful both Mrs 
and her son depended heavily 
on back-room advisers and loyalists. 
Most prominent among these is Mr 
RE Dhawan who managed Mrs 
Gandhi’s private office and assumed 
an increasingly important role under 
Rajiv in handling the party’s affairs. 

Mr Dhawan is believed to have been 
a prime mover in the campaign to 
draft Mrs Sonia Gandhi. Failure of the 
manoeuvre will be damaging to his 
power and to that of other former 
dose associates of Mr Gandhi, 

World stock market report. Page 43 


K.K. Sharma and Mervyn de Silva report 
on the scope of the police inquiries 

Suicide woman 
leaves few clues 
to her motive 


I NDIAN police agencies 
investigating the assassi- 
nation of Mr Rajiv Gandhi 
yesterday broadened tbeir 
inquiries from the initial suspi- 
cion that a militant Tamil 
organisation was behind the 

frilling . 

They did so after examining 
the remains of a woman who 
blew herself and Mr Gandhi up 
with a bomb concealed in an 
abdominal belt The woman's 
remains are badly disfigured 
but the examina tion suggests 
that she could have been either 
a Tamil or a Punjabi. 

Indian police agency sources 
are working on the two possi- 
bilities that the woman 
belonged to either an extremist 
Tamil group or a Sikh militant 
organisation. Both have 
motives for the assassination. 

The militant T amil Tigers 
believe they were betrayed by 
Mr Gandhi when be agreed to 
send the Indian army to Sri 

The Indians fought a pro- 
longed and indecisive war in 
Sri i-anfra Many militant Sri 
Tjmfran T amil groups believe 
that as a result they were pre- 
vented from winning an inde- 
pendent homeland they call 

The Tamil Tigers (LITE) 
made little effort to conceal 
their disappointment with the 
India-Sri Lanka agreement of 
July 1987 signed by President 
Junius Jayawardena and 
Prime Minister Rajiv Gandhi 
According to the Congress CD, 
that treaty guaranteed the 
safety of the minority Tamils 
in Sri Lanka's north and east, 
safeguarded India’s security 
interests and preserved the 
island's territorial integrity. 

In August 1987 the Tigers 
were the only group to reject 
the accord, although Mr Velu- 
pillai Prabhakaran. their guer- 
rilla chief, had promised Mr 
Gandhi he would co-operate 
with the Indian Government. 

On returning to Jaffna after 
negotiations over the accord in 
Delhi Mr Veluplllal Prabhak- 
aran pledged that the “struggle 
for Eelam” would never end. 
He rejected the accord becase 
the regional autonomy granted 
fell short of his dreams. 


Mr Gandhi also insisted on 
free elections to the new 
assembly in which all Tamil 
militan t groups could contest 
This allowed the Tigers* hated 
rival, the EPRLF, to participate 
and win the majority of seats. 

However, during the last 
three months, according to 
sources in Madras, the Tigers 
had settled their differences 
with Mr Gandhi, mainly 
through talks with Ms Jayalali- 
tha, a former film star whose 
party is an ally of the Congress 
In T amil Nadu. Hence, the 
Tigers are thought to have sup- 
ported the Congress in the 
Indian elections and worked 
for Mr Gandhi. 

Not withstanding this. Dr 
Subramaniam Swamy, India's 
controversial Minister of Law, 
said in New Delhi yesterday 
that evidence gathered so far 
points to the involvement of 
the Tigers in the assassination, 
although he added “there is no 
clinching proof" for this. 

If reports of Mr Gandhi’s 
recent rapprochement with the 
Tigers are correct, it would 
appear that militant Sikh 
organisations had a stronger 
motive for killing Mr Gandhi, 
who has been on their hit list 
ever since his mother ordered 
the Indian army to launch 
“Operation Bluestar" to flush 
out armed Sikhs from the holy 
Golden Temple in Amritsar in 
1984. 

The groups assassinated Mrs 
Indira Gandhi a few months 
after the army action and they 
had vowed to kill other mem- 
bers of her family 

However, it is clearly too 
early yet to establish any firm 
conclusions and police sources 
concede that they are still in 
the exploratory stages which 
are leading them to question 
Tamils, try to track down other 
militant organisations and 
investigate all possibilities. 

These even include a theory 
that Sikh and T amil ynlllfemtai 
had established contacts with 
each other with the aim of 
assassinating Mr Gandhi, the 
opportunity for which came 
during his election campaign 
when he shed security precau- 
tions and mingled freely with 
audiences in election meetings. 
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Sonia Gandhi sits with her son Rahul at the foot of her husband's body at Teen Murti House in New Delhi yesterday 

Financing difficulties worsened by assassination 

International banks toughen stance 


By Stephen Fidler, Euromarkets Correspondent 


THE MURDER of Rajiv Gandhi 
is the latest in a series of blows 
which threaten India’s record 
of never having defaulted on 
its international debt obliga- 
tions. 

Before the election was 
called, In dian finance officials 
were making the rounds of 
international creditors in an 
emergency effort to bolster 
financial support for the coun- 
try. They approached several 
of the country's government 
creditors, seeking $lbn, and 
although Japan and others 
agreed to help, most were 
unwilling to make anything 
except a modest acceleration of 
relatively small programmes. 

The officials also held meet- 
ings with senior commercial 
bankers. Banks were intensify- 
ing India's finanria! difficulties 
by refusing to renew lines of 
credit and the aim was to stop 
a further erosion of these 
credit lines. 

The election campaign 
halted this process and the 
delay announced in the elec- 


tion is likely to postpone it still 
further. The fell of the govern- 
ment delayed approval of the 
country's 1991-92 budget, upon 
which hangs agreement by the 
International Monetary Fond 
of a standby loan programme. 

The Iraqi invasion of Kuwait 
intensified the financing diffi- 
culties already being faced by 
India. The rise in energy prices 
poshed up its oil bill signifi- 
cantly, while remittances by 
Indian workers - an important 
source of foreign curren- 
cy - dried up significantly. 
This increased international 
bank worries about the secu- 
rity of their funds. 

According to estimates from 
the Institute of International 
Finance, the Washington-based 
think tank created by Interna- 
tional banks to study the debt 
problems of third world coun- 
tries, the oil deficit increased 
to $5.6bn (£3.2bn) in the fiscal 
year ended March 31, from 
$3.8bn the year before. 

This helped push the trade 
deficit to $8.6bn and the cur- 


rent account deficit to $8J)bn, 
the institute estimates. 

Foreign debt rose by $5-8bn 
last year, although b anks {Kil- 
led almost $500m out of the 
country, compared with their 
net loans of nearly $800m the 
year before. Of the total debt of 
$7ft2bn, some $44bn is owed to 
official creditors and glibn to 
foreign hanks . 

The problems intensified 
early this year, forcing India to 
draw down some $L9bn from 
its foreign exchange reserves 
and leaving $IL3bn in March 
1991, less than one months’ 
imports of goods and services. 
Although official holdings of 
gold amount to $3£bn, the gov- 
ernment has said that it will 
not sell gold or use it as collat- 
eral for loans. 

Keeping an unblemished 
record of foreign debt pay- 
ments may he the least of 
India’s worries in the years 
ahead, but if it is to do that it 
will depend heavily on the 
IMF. The IMF disbursed Slkbn 
to TnHia in January, including 


a Jlbn meant to make up for 
the impact of the Gulf crisis. 

If it is to secure that record 
- and that will depend an help 
from commercial banks and 
other official creditors, includ- 
ing the World Bank - it will 
need to assure the Fund that it 
is bringing its budget deficit 
under control. 

Such action, at a time of 
political unrest, is likely to be 
resisted by the authorities as a 
highly risky venture. In recent 
taikfl at the spring meetings of 
the IMF and World Bank in 
Washington last month, Indian 
officials were stfll emphasising 
that India was a special case 
and that solutions appropriate 
for other economies woe not 
suited to India’s. 

However, whether or not 
this Is the case, foreign credi- 
tors are likely to seek evidence 
of a fundamental shift in the 
inward-looking economic poli- 
cies that have been in place 
since independence before they 
will provide India with signifi- 
cant financial support 




to China over 





By John Elliott tn Hong Kong 

MR JOHN MAJOR, UK prime 
minister. is to consider appeal- 
ing personally to Li Peng; 
China’s premier, to approve 
the builmng of Hong Kong's 
proposed HKSIDObn (£7.5btt) 
international airport which 
faces the risk of being seri- 
ously delayed, even cancelled. 

because of an impasse between 

the two countries. 

He will decide if such an ini- 
tiative is worth making during 
the next few days, after senior 
ministers will have heard a 
report on five days of talks in 
Peking which ended in dead- 
lock. A spokesman for the Chi- 
nese government indicated yes- 
terday more talks would be 
held later. Sir David Wilson, 
Hong Kang's governor, said it 
was too duly to confirm tins. 
Proposals put forward by both 
countries . had “not matched 
up,” he added. He described 
the UK proposal as “very prac- 
tical"; the Chinese spokesman 
said Peking's had been “post 
tive and constructive”. 

China Is believed to have 
proposed a joint commission to 
vet a wide range of gover n- 
men t policy decisions overrun- 
ning the 1997 date for handover 
to Chinese sovereignty. The 
UK rejected this and tried 
unsuccessfully to separate the 


airport from wider issues of 
China's control before 1S97. 

The project, is now nearer 
being cancelled by the Hong 
Kong government than at any 
time smee China first s tar te d 
querying the plana nearly 13 
months ago. China is using the 
project to gain a large degree 
of control over Ingtoo fled 
saons in Hong Kong before tt 
the s ov er eig nty handover. 

Hong Kong cannot raise 
international equity ami hue 
for the project until C hin a cuts 
the political risk to manage* 
abl e by indicating its beck- 
tog. But private-sector Inter- 
ests are consld . 

a rescue operation 
break down. • • 

The impasse has delayed 
bridge and roadwork, tenders, 
which have a deadline of next 
month. If that is missed, the 
gover n ment win have to admit 
its planned airport opening 
date of 1997, already regarded 
as unrealistic by senior engi- 
neers, must be a b a nd oned. 
That would be a blow, because 
the government had hoped to 
open the airport just before 
Hong Kang goes back to Chi- 
nese sovereignt y. Ch ina’s 
refusal to come to agreement is 
being seen in Hong Kong as an 
attempt to humiliate the UK. 


Saudis turn to banks to 
ease war costs burden 


THE Saudi Arabian 
it is seeking a 3&5bn 
from a group offbig Sauffi 
banks to help meet some of the 
costs of the recent Gulf war, 
financiers in the Saudi capital 
said yesterday, AP-DJ reports 
from Rahraln 

The kingdom’s two hugest 
banks. National Commercial 
Bank (NCB) and Rtyad Bank, 
have been discussing the terms 
of the loan with the govern- 
ment and are expected to syn- 
dicate the deal among other 
inrai banks, financiers said. 

The (teal would be the sec- 
ond foreign currency loan 
raised by Saudi Arabia this 
year and marks a break with 
the kingdom’s policy of avoid- 
ing foreign borro w i n g. Earlier 
this month, the kingdom 
signed a $£5bn credit with a 
group of foreign banks, the 
first dollar borrowing by Saadi 
Arabia in more than two 
decades. 

Businessmen said interest 
charges an the new loan are 
likely to be set at about 'A per 
cent to % per cent above Libor 
(the London interbank offered 
rate). 

The Islamic proscription of 
usury makes borrowing a 
highly sensitive subject for the 
Saudi government 

Financial sources said they 
expect Saudi Arabia win use 
the credit to pay off the $3&5bn 
which the kingdom agreed as 
its contribution towards the 
costs of the war to free Kuwait 

Saudi Arabia has still to pay 
around S8tm of the commit- 
ment wiMp to the US and has 


faced criticism in Congress for 
the delays in paying off the 
balance. US officials have been 
trying to get the kingdom to 
agree a timetable for paying off 
the remaining debt. 

Bankers said the high levels 
of liquidity in Saudi banking 
system should make it rela- 
tively easy for the government 
to raise loans. 

Officials from NCB and 
Riyad Bank met yesterday to 
discuss a strategy for bringing 
other Saudi banks into the 
credit, according to the 
sources, who requested ano- 
nymity. 

Despite government worries 
about foreign borrowing; there 
have bees tentative moves in 
recent years to allow parasta- 
tal companies to borrow more 
freely. 

Earlier this week, news 
emerged that a subsidiary of 
Saudi Aramco, the national oil 
company, is borrowing $300m 
from local Hanks in what is 
apparently the first-ever dollar 
borro w ing by the state-owned 
oil producer. 

Vela, the Saudi Aramco unit 
which runs the kingdom's fleet 
of oil tankers, will use the 13- 
year loan to purchase new ves- 
sels, bankers said. 

Two years ago the Public 
Investment Fund (PIF), a gov- 
ernment pension fond body, 
set the trend for foreign cur- 
rency borrowing by parastatals 
with a 3860m credit syndicated 
among Saudi-owned banks. 

Bankers said the trend 
towards parastatal borrowing 
is likely to contimip . 



Cheltenham &Gloucester 
BuHcfing Society 

£125,000,000 

Floating Rate Notes due 1995 

In accordance with the provisions of the Notes, notice is 
hereby given that the Rate of Interest for the three month 
period ending 22nd August, 1991 has been fixed at 
11.7125% per annum. The interest accruing for such three 
month period will be £295.22 per £10,000 Bearer Note, and 
£2,952.19 per £100,000 Bearer Note, on 22nd August, 1991 
against presentation of Coupon No. 1. 



London Branch 

22nd May, 1991 Agent Bank 


Standard & Chartered 

Standard Chartered PLC 

(incorporated with Arreted saMny m England) 

£150 million Subordinated Floating 
Rate Notes due 1996 

In accordance with the provisions of the Notes, 
notice is hereby given that for the three month 
period from 22nd May, 1991 to 22nd August, 1991 
the Notes will bear interest at the rate of 11.6625 per 
cent per annum. 

Interest per 25,000 Note will amount to 2146.98 and 
will be paid for value 22nd August 1991 against 
surrender of Coupon No 21. 

Chartered WestLB Limited 

Agent Bank 


South Africa 
election won 
by right-wing 

South Africa's right-wing 
Conservative Party (CP) has 
won a by-election victory in 
Orange Free State in what 
political analysts described as 
a sign of bloody confrontation 
to come, Renter reports from 
Johannesburg. 

Results released yesterday 
showed the CP had beaten the 
National Party (NF) of reform- 
ist President FW de Klerk by 
1.258 votes in Ladybrand con- 
stituency, compared with a CP 
majority of 70 votes in the gen- 
eral election in 1989. 

Cubans quit Angola 

The last Cuban soldiers in 
Angola are expected to be pul- 
led out over the week-end, end- 
ing almost 16 years direct mili- 
tary backing for the MPLA 
(Popular Movement for the Lib- 
eration of Angola) government, 
Robert Graham writes. The 
2,000 troops will be leaving five 
weeks ahead of schedule, fol- 
lowing a peace agreement in 
Portugal on May I between the 
government and Its long-stand- 
ing opponents, the US and 
South African backed Unita 
(National Union for Total Inde- 
pendence for Angola) rebels. 

Tibet’s 40 years 

China, vowing Tibet will never 
be independent, celebrated 40 
years of communist rale over 
the remote Himalayan region 
with rallies and fireworks 
under tight security, Reuter 
reports from Peking. China 
has been widely criticised by 
western governments for 
human rights violations in 
Tibet- A Tibetan government 
official, contacted by telephone 
yesterday, said some Buddhist 
monks would attend official 
ceremonies but most would 
remain in their monasteries 
around the city. 


Amnesty for 258 
in South Korea 

By John Ridding in Seoul 

SOUTH KOREA yesterday announced amnesties 
and cut sentences for 258 people jailed for, or 
accused and convicted o£, political crimes, in an 
attempt to defuse the biggest wave of protests 
seen in Seoul since 1987. 

The move follows yesterday's resignation of 
the prime minister and comes «nli l indications 
that a broader cabinet reshuffle will be 
announced today. 

The moves have been greeted with scepticism 
by opposition leaders. But there are signs that 
the wave of demonstrations, fuelled by the 
death of a student in disturbances last month, 
are beginning to ebb. 

Some 74 people will be freed tomorrow and 
another 30 will have their sentences cut All 
were convicted and jailed under the national 
■security law, revised this month. The remain- 
ing 154, including Mr Him Dae Jong, leader of 
the biggest opposition party, will have charges 
under the law dropped. 

Mr Lim Su Kyong, a student, and Mr Moan 
Kyn Hymn, a pastor, both sentenced to five 
years for making unauthorised visits to North 
Korea, were excluded from the amnesty. 


Hawke talks down 
Australian dollar 

By Mark Westfield in Sydney 

RESERVE BANK selling, along with a “talking 
down” of the Australian dollar by Mr Bob 
Hawke, the prime minister, yesterday, triggered 
a dip to the currency's lowest level against the 
US dollar in 12 months. 

Offshore investors appeared to panic after Mr 
Hawke said a “somewhat lower exchange rate" 
would help Australian exporters. The Austra- 
lian dollar fell USL5 cents over the day to US76 
cents, after being nearly CTS2 cents down. 

Currency markets were nervous ahead of Mr 
Hawke’s comment Earlier, Mr Bemie Fraser, 
Reserve Bank governor, was reported as saying 
a 5 per cent depreciation would help cut Austra- 
lia's current account deficit The dollar dropped 
USQ.5 cents when the news reached currency 
dealers. 

“Ideally, if there were some way of knocking 5 
per cent off the exchange rate and nothing else 
happened. . . it would help the current account 
adjustment,” Mr Fraser had said, adding Austra- 
lia’s inflation rate would fall to 4 per cent within 
a year. Currency traders began to sell overnight 
The Australian dollar has fallen from Y108.4 to 
Y104.4 in the past four days. 


Tunisian exiled leader 
denies planning a coup 


THE exiled leader of Tunisia’s 
outlawed Nahdha Islamic 
movement denied government 
charges yesterday that he 
planned to seize power through 
a military coup, Reuter reports 
from Paris. 

“I challenge (Tunisian 
authorities) to prove these alle- 
gations to the Tunisian people 
In accordance with due pro- 
cess,” Mr Bached Ghannouchi 
said. 

“Our means for chang e are 
civilian and peaceful. We have 
always opposed a putsch," he 
told Radio France Internatio- 
nale. 

Tunisia said on Wednesday 
it had arrested nearly 300 Mos- 
lem fundamentalists, including 
100 army men, accruing them 
of planning to seize power in a 
coup and create an Islamic 
state. 

Mr Ghannouchi said that. 


over the past few months, 
eight Nahdha militants had 
been killed and 3,000 had been 
detained. Police were hunting 
another 10,00ft 

He said Nahdha was a civil- 
ian movement It had sympath- 
isers within the army as in 
other sectors of Tunisiaa soci- 
ety bat they could not be 
described as militants. 

Mr Ghannouchi said Tuni- 
sian authorities had tented an 
international arrest warrant 
against hftn 

In a letter to the French 
daily Le Blonde, he said Tuni- 
sian President One el-Abidtoe 
Ben All had decided last Sep- 
tember to crush the Islamic 
movement 

“It Is this plan, carefully 
hatched for several months, 
which is now being methodi- 
cally carried ant with force,” 
he wrote. 


Addis Ababa awaits the violence by night 

By Julian Ozarme near Tatek in Ethiopia 


WITH HEADS hung low, thousands of 
dishevelled, battle-weary Ethiopian sol- 
diers retreating from the front-line 
straggled down a twisting road at 
Tatek, 30km west of Addis Ababa yes- 
terday, as rebels continued their push 
to the capital. 

Tension continued to mount in Addis 
Ababa, for fear of a breakdown in law 
and order, as armed government sol- 
diers poured into the city. 

The government released nearly 200 
political prisoners, many of them active 
in the coup attempt of May 19®, in an 
effort to make farther concessions to 
the rebels. 

The release of political prisoners has 
been one of their key deman ds But the 
rebel Ethiopian Democratic People's 
Rev olutio nary Front (EDPRF) refused 
to accept the renewed plea for a cease- 
fire made late on Wednesday by acting 
president Tesfaye Gebre-KMan. 

Mr Meless Zenawi, a rebel leader, 


assured US officials his fighters would 
not enter the capital until after US- 
sponsored peace talks are scheduled to 
start in London next Monday. 

"Meless is trying to build up the pres- 
sure in Addis so that he can dictate 
terms in London,” one US official said. 
“But we are not sure whether he has 
complete control over his field com- 
manders." 

Fighting raged yesterday 8 kms north 
of Tatek where at least 30,000 govern- 
ment troops with 40 tanks are dng in, 
By afternoon, thousands of troops with 
tom uniforms, machine guns and rock- 
et-propelled grenades were heading into 
the capital 

Hundreds hobbled on makeshift 
crutches, their limbs blown off in recent 
fighting. Others bad their arms in 
slings and their heads bandaged. Most 
of the wounded were from among the 
3£00 patients at the military hospital in 
Tatek, dosed yesterday apparently in 


preparation to evacuate the town. 

As the government army entered the 
capital in disarray, Ethiopians savoured 
the taste of freedom for the first time 
since the former dictator, Mengistu 
Haile Mariam, fie d the country on Tues- 
day. 

In marked contrast to the apathy 
which has so for characterised the 
city’s residents, hundreds of people 
danced and chanted as a 80ft statue erf 
Lenin, the last left in blade Africa, was 
taken down. 

People threw stones at it, spat on it 
and tried to set fire to Lenin's face with- 
flaming pieces of paper. 

But underlying the first signs of cele- 
bration, many remained subdued at the 
prospect of rebels entering the city. 
Soviet T-72 tanks were, for the first 
time, positioned outside all the 
entrances to the Menehk Palace, the 
residence of Mr Gebre-Kidan and the 
stronghold of the highly-trained 3000- 


_ .«*» ursc reports of lootin 
highjacking of cars on the outskk 
the capital began to reach them , i 
people left their jobs for home, fe 
an outbreak of violen ce at nigM 
9pm-5am curfew remained in farce 

Hundreds milled around on 
streets watching the soldiers Bn 
to- kas aH the signs of a eity 
about to disintegrate into anarchs 
vioteiice, one western observer sa 
hopes, however slim, still re 
that therebels will pause outskk 
oty until toe London talks, whs 
broad-based transitional govern] 
could be agreed, paving the way 
cea sefi re and democratic piprti ona. 

Both Mr Zenawi and Mrfcs 
AfflwakL kadgr of the Eritrean 
pte'suberation Front, who were i 


i they would come to London to 
hate seriously. 
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Talking gets tough in Japan trade debate 

Robert Thomson finds mistrust and suspicion on both sides of the table in S1I talks 


By Robert Thomson in Tokyo 

THE US and Japan ye s t e rd a y 
fidled to settle a dispute over 
foreign -access- to Japan’s con- 
struction market, and us offi- 
cials. -warned that sanctions 
would be Imposed on Japanese 

cmislni ft l Q n p n p^p n^ tpg yp . flya . 

US n nlea e there was a resolu- 
tion before the end of May. - 

Negotiators are likely to 
meet In Tokyo again next 
week,' but Mr Mtchad Farren, 
the TTB midnr eirraftny off com- 
merce, said the countries were 
stUl.far apart ln : talks on 
as si gning projects in Japan far 
which foreign companies w£Q 
receive special treatment 

The two countries are negoti- 
ating the renewal, of a 1988 
accord designed to give US 
contractors needed experience 
in the Jananese market bv tar- 
geting 17 public works projects 
for which there would, be spe- 
cial apphcatian procedures. 

Mr Farren said Japan has 
no mina ted about a dozen more 
projects, while the US wants 
about two dozen projects on 
the list 

He said that when the US 


suggested new projects. Japa- 
nese officials insisted 
there was a "timing" problem. 

“They say the project is too 
early or too late for yncHisfoin. 
That's a not surprising answer. 
That's the answer foreign 

firm* have heard for Homites . 

They are just too eariy to get 

one (a contract) or Just too 

late, " Mr Farren said. 

Japanese officials argue that 
the original agreement was 
meant to be a once-only oppor- 
tunity for a special introduc- 
tion to the market and thy* a 
new agreemen t with extra pro- 
jects goes against the spirit of 
the first accord. 

In late April, Mrs Carla Hills, 
the US Trade Represen ta tive, 
said that Japanese companies 
would be ba rred from fede ral- 
ly-funded construction projects 
from May S3, unless the dis- 
pute was resolved/ 

Mr Farren said yesterday 
that the haw may not immail. 
ately affect a large number of 
Japanese co m p an ies, but could 
cause longer-term damage to 
their credihffity in the US. 


UK awarded Kuwait 


rn to banks schools contracts 

costs burde ByM "‘ Mcho, “ 

1 u « JOHN UATMfi International The deal fhltovra 
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By Marti Nicholson 

JOHN LAING International 
and the British Council yester- 
day signed contr a cts worth up 
to £40tn ($89m) to supply 
Kuwait with equipment and 
advice to enable its schools, 
which were gutted during, the 
Iraqi occupation, to reopen by 
September. 

The contracts are among the 
largest so far won by British 
groups during Kuwait's recon- 
struction effort and some of 
the first danigiwd to repair the 
emirate's social services. 

John Laing wQL manage , the 
procurement and installation 
of equipment for 205 schools, 
mainly to replace technical 
facilities looted from school 
laboratories. The British Coun- 
cil will offer curricular and 
technical advice to the Kuwait 
ministry of education. 


The deal follows a visit to 
Kuwait in April of a consor- 
tium of British educationalists 
and industrialists, spearheaded 

by the British Council, after 
the Kuwait government had 
indicated it was placing a pri- 
ority on opening its schools 
and universities. 

The go v ernment viewed the 
resumption of normal educa- 
tion as essential if the thou- 
sands of Kuwaiti ftmditftB who 
fled the invasion were to be 
encouraged to return to the 
emirate. 

A team from the British 
Council will visit Kuwait next 
week to draw up specifications 
for tin equipment to be pro- 
vided under the deal. UK edu- 
cational suppliers will he 
invited to tender for compo- 
nents of the contract 


By Stefan Wagstyl In Tokyo 

MR Jacques Delors, president 
of the European Community, 
yesterday urged Japan to' 

- reform internal barriers to for- 
eign trade and investment 
In language reminiscent of 
US attacks on restrictions in 
Japanese markets, Mr Delors 
said: "The most important 
. thing now is the hard core of 
the Japanese system: struc- 
tural harriers - whether it be 
"the distribution system or the 
closed nature of industrial 
groupings; barriers stifling the 
propensity to consume and 
import; and tight control over 
the domestic market as a basis 
for controlling external mar- 
kets. 

"We cannot be satisfied with 
declarations of good intent In j 
all these areas. The only way 
of getting to the root of Japa- j 
nese overcompetitiveness is j 
through broadening our | 
approach (in tackling internal 
barriers).*' Mr Debus did not 
explain what he meant by 
over-competitiveness, but 
made clear he exnected Japan 
to cat its surplus with the EC. 

Mr Delors was speaking to 
.Japanese and European offi- 
cials and Imafa w HM imn during 
a visit to Japan which is due 
to end tomorrow. Asked about 
the views of Mrs Edith Cres- 
bodl, the new French prime 
minister, who has attacked 
Japanese trade policies, Mr 
Delors said Mrs Cressou’s mes- 
sage was an expression of con- 
can about Japan’s capacity to 
reach a balance in economic 
relations and a warning that 
Rurope Intended to increase its 
competitiveness. 

Mr Deters gave credit to Jap- 
anese steps to open markets to 
imports, but said they were 
not enoagh. The trade deficit 
was widening again. Also, 
trade flows alone were not the 
real Issue, but "technological 
and industrial dependence." 

Mr Delors suggested that 
European companies faced 
being dependent on Japan 
because they couM not enter 
the Japanese economy as well 
as Japanese companies could 
enter Europe. "We must never 
forget that the ratio between 
community investment in 
Japan and Japanese Invest- 
ment in Europe is somewhere 
in the region of one to 17/ 


T HERE was a noticeable 
shift this week in the 
trade debate between 
Washington and Tokyo. Both 
governments have taken to 
blaming the other’s companies 
for the bilateral trade imbal- 
ance, and US officials are hint- 
ing that investment opportuni- 
ties for Japanese companies 
could be restricted In the US. 

Addressing the causes of US 
economic ills. Mr Makoto 
Utsumi, Japan's deputy finance 
minister, raised the subject of 
executives’ remuneration and 
“a certain US car company" 
that pays its chairman 150 
times more than its skilled 
workers. 

This criticism of companies 
is, in part, a reflection of the 
governments’ inclination to 
point to their own good works 
and to justify the existence of 
the Structural Impediments 
Initiative (SIX), designed by 
them to address the basic 
causes of the trade imbalance. 
SH has involved discussion of 
weighty Issues such as educa- 
tion, public works spending, 
and the US budget deficit 
But the increasing focus on 
corporate behaviour also 
reflects Washington’s convic- 
tion that trade problems will 
remain unsolved until the 
influence of the keiretsu is 
diminished. Keiretsu are the 
Japanese corporate groupings 
characterised by cross-share- 
holdings, close business rela- 
tionships, and regular meet- 
ings of the member companies’ 
executives. 

At a review this week of SH 


promises made a year ago, US 
officials congratulated the Jap- 
anese government on having 
increased Infrastructure invest- 
ment. partly deregulated the 
distribution system, and con- 
tinued the liberalisation of for- 
eign investment. 

But, on keiretsu, the US 
report on Japanese reforms 
said that these groupings, 

Japan 

Current Account Balance ($bn) 



which include most of Japan’s 
best-known companies, often 
tend to "foster preferential 
group trade and anti-competi- 
tive activity, and Impede for- 
eign direct investment”. The 
US noted "a lack of willingness 
to deal with the problem of 
cross-shareholding" and that 
the keiretsu “remain a formida- 
ble harrier". 

Mr Charles Dallara, an assis- 
tant US treasury secretary, 
took the criticism further by 
suggesting that Japan’s other 


trading partners are growing 
more frustrated with keiretsu 
obstruction and Japanese com- 
panies may find that restric- 
tions are imposed on their 
international activities. Japa- 
nese companies, he said wryly, 
should show their famed 
long-term business sense and 
make the changes. 

But Mr Utsumi at the 


But Mr Utsumi at the 
Finance Ministry 
suggested that US offi- 
cials are “confused” by 
the keiretsu, whose 
close ties are mistak- 
enly interpreted as sin- 
ister collusion, and that 
US criticism arises 
from a misplaced sense 
of victimisation by 
Washington. 


Finance Ministry suggested 
that US officials are "confused” 
by the keiretsu, whose close 
ties are mistakenly interpreted 
as collusion. that 

US criticism arises from a mis- 
placed sense of victimisation 
by Washington. He also 
chipped in with the idea that 
corporate America would be 
more competitive if executives 
did not set their own salaries. 

The formal Japanese review 
of US progress in implement- 
ing Sn progress over the past 


year also contained similar 
advice: “Excessive executive 
compensation may have 
adverse effects not only on the 
morale of the employees, but 
also on corporate savings." The 
report suggested that Washing- 
ton “review the tax code" to 
reduce these "excessive" sala- 
ries. 

Washington was also advised 
to “induce long-term corporate 
behaviour', which is the Japa- 
nese way of saying that US 
companies have to broaden 
their vision. One suggestion 
was that corporations should 
make profit statements “less 
frequently than quarterly”, 
while the US government 
should monitor mergers and 
acquisitions to ensure that 
“reasonable” lending practices 
prevail, 

Tokyo's suggestions may 
indeed help to strengthen US 
companies but, as has been the 
case since the Sll process 
began two years ago, Washing- 
ton would prefer to make 
Japan more like the US than to 
make the US more like Japan. 
And while Japan’s current 
account surplus fell from $57bn 
in 1989 to S36bn last year, the 
figure has been on the rise in 
recent months. 

In pressing for change, US 
officials this week released a 
joint price survey conducted 
uniter SII that showed prices of 
comparable products are on 
average 37 per cent more 
expensive in Japan than in the 
US and, curiously, that the 
same bottle of Japanese-made 
sake was 44 per cent more 


expensive in Japan than in the 
US. 

To increase competition, the 
US wants a toughening of anti- 
monopoly legislation, includ- 
ing higher penalties than the 
present 6 per cent of sales over 
a maximum of three years. 
Washin gton also wants crimi- 
nal actions launched against 
violators and tougher criminal 
fines, which it says are now 
less than 0.5 per cent of those 
in the US and Canada. 

As for the keiretsu, Washing- 
ton wants Japan's Fair Trade 
Commission (FTC) to monitor 
transactions within the groups 
to see if there is any bias in the 
buying patterns, and would 
like the commission to target a 
specific industry sector, say, 
car makers, and to study the 
behaviour of companies such 
as Toyota and Nissan. 

US officials accept that the 
FTC has become more active - 
investigative staff has been 
Increased by 7 per cent over 
the past year and the number 
of anti-monopoly rulings rose 
from 7 to 22 - but there is still a 
sense in Washington that the 
commission is selective about 
its targets and that the most 
Influential Japanese companies 
are uot investigated. 

This US sense of corporate 
conspiracy, unfortunately, has 
been fuelled by the outcome of 
ime successful FTC investiga- 
tion. The commission found 
that Japanese companies had 
routinely rigged bids for work 
done at US military bases in' 
Japan. 


CoCom nears pact on exports 


By William Dawkins in Paris 

WESTERN allies were 
yesterday evening nearing 
agreement, a day early, on the 
final details of a wide reduc- 
tion in strategic export con- 
trols on technology sales to the 
Soviet Union and the former 
East bloc. 

A meeting of sab-ministerial 
officials from the 17 countries 
of CoCom (Coordinating Com- 
mittee fa Multilateral Expat 
Controls) was yesterday after- 
noon putting the finishing 
touches to a two-thirds cut in 
the number of export goods 
subject to vettinghy CoCom. 

*nm accord will replace the 
former CoCom list of 120 
restricted goods with 10 simpli- 


fied product categories. Almost 
any civil technology product 
outside the list can be sold 
freely to the east after late 
June or early July, when the 
new rules are due to have been 
put into effect by national 
export licensing bodies. 

The so-called core list 
includes industrial products 
with potential military value 
like high speed computers, 

advanced tpIffrawiTnmiiMiHnttB 

equipment and Information 
protection devices, advanced 
materials and machine tools, 
censoring systems, navigation 
and avionics equipment, 
marine technology mid propul- 
sion systems. 


CoCom, which embraces an 
of Nato, minus Iceland hut plus 
Japan and Australia, will con- 
tinue to control exports of 
munitions and atomie energy 
products. 

This Ann in the detail of an 
outline liberalisation accord 
struck last June in recognition 
of the political reforms in east- 
ern Europe. 

Since then the Gulf war and. 
tire Soviet military’s response 
to the upheavals In the Baltic 
republics have encouraged 
fresh caution within CoCom 
ova the level of technology to 
be freed from controls, but not 
ova the principle af stream- 
fining the restrictions. 


EC to put anti-dumping 
duty on sweetener import 


THE European Community 
will impose anti-dumping 
duties on a cut-price low-calo- 
rie sweetener imparted from 
the US and Japan, EC officials 
said yesterday, Reuter reports 
from Brussels. 

The EC's executive commis- 
sion has already slapped provi- 
sional duties on imports of the 
sweetener. Aspartame, from 
NutraSweet of the US and 
Japan’s Ajinomoto. 

EC ambassadors had finali- 
sed the decision, according to 
one diplomat, leaving it to be 
formally approved by EC min- 
isters next week. 

Under EC rules the provi- 


sional duties - S38 per kilo on 
the US imports and $11 on the 
Japanese imports - would 
lapse if EC governments did 
not decide to make them per- 
manent within the next few 
days. 

The duties, adding 70 per 
cent to the company's export 
{Klees, were designed to pro- 
tect the Community’s sole pro- 
ducer, the Holland Sweetener 
Company, which had com- 
plained erf heavy losses. 

NutraSweet and Ajinomoto 
sell in the Community through 
a jointly owned Swiss com- 
pany. The EC Imports 700 
tonnes of the sweetener a year. 
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This announcement appears as a matter of record only 


KLI 

. Royal Dutch Afrlims 

has entered into a 

US$43,000,000 
iss-Border Leveraged 
Lease Transaction 


FIVE SAAB-340B Aircraft 


KLM advised by ABN AMRO 
debt arranged arid underwritten by ABN AMRO 


ABN AMRO 


April 1991 
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BBC Video World brings the best of British television to your 
home, wherever you live. 

This service from the BBC is designed for those who live 
abroad and want to enjoy the very best of British television. 

It is a compilation of the finest of the BBC’s recent output and 
is delivered every two weeks on a 3 hour video cassette. 

On each tape you will find a Uvely selection of up-to-date current 
affairs, new drama programmes, quality comedy, 
stimulating documentaries and much more. 

Fin in the coupon orring (44) 71 538 4824, and 
look forward to a new way of receiving the BBC 
Through your letterbox 

(And don’t worry about the format, well make 
sure you get the right one for your area.) 


BBC VIDRO 
WORLD 
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□ Please send bk rate Inlw-mattai on BBC Video World Ol wish Id mb<k.-ribc Id 
BBC Video World tor 12 aaaa. □ United Kiegdom. Eorope. USA. Canada rtyiMin 

□ The America*. Alrica. Japan. Middle EaM £221.00 □Asia, For EM tear Japan i, 
Australia, fa» Zealand. Pacific EU9.00. 

I wish to par by. □ 5rcrUni Cheque □ laienulioul Money Order aud emduu- a 
payuml ol £ made parable in BBC Vidro World. 

twtshlo pap by credit card: OVim □ Man retard □ American Expire Drhnexs. 


j Expiry date: Card Holder's fame: j 
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Saddam’s secret South African 




A steady flow 

“I have been helping 
our US intelligence 
agencies throughout 
the 1970s and 1980s.” 

T HAT seems an unusual state- 
ment for the former deputy 
chair man of a company listed 
on the London Stock Exchange. But 
then the man in question - Mr 
James Guerin - and Ferranti, the 
company he is accused of swindling 
- have been at the centre of a moat 
unusual set of circumstances. 

Now. it is clear, those circum- 
stances Included an arms traffick- 
ing ring which connected the US, 
South Africa. Chile and Iraq. 

To those who knew him in his 
home base of Lancaster, Pennsylva- 
nia. set in Amish farm country, Mr 
Guerin seemed the ideal family 
man , churchgoer and philanthro- 
pist. In 1989, however, when Fer- 
ranti, the British defence company, 
found itself the victim of an arms 
contract fraud now estimated by US 
investigators to total $lbn, Mr 
Guerin became linke d to one of the 
biggest corporate scandals in Brit- 
ish commercial history. 

Ferranti blamed the fraud on 
International Signal and Control 
(ISC), a little-known Pennsylvania 
electronics business it bought from 
Mr Guerin in 1987. Ferranti paid 
9700m for ISC and made Mr Guerin 
deputy chairman. 

Faced with a growing scandal, 
Ferranti swept aside its top man- 
agement and brought lawsuits 
against a number of ISC executives, 
including Mr Guerin. Ferranti 
alleges that Mr Guerin overvalued 
ISC through a “stupendous conspir- 
acy” involving inflated or non-exis- 
tent contracts. 

But Mr Guerin's defence to his 
friends in Lancaster was always 
that his company's activities were 
sanctioned by the US government 
“He was constantly boasting about 
his connections in Washington, and 
about his contacts with the CIA," 
recalled one of the former ISC exec- 
utives who will soon be indicted by 
a grand jury presently sitting in 
Philadelphia. Now, it seems, there 
was something in these claims. 

In the US, a small army of prose- 
cutors, law enforcement officials. 
Pentagon investigators, the FBI, the 
Internal Revenue Service (IRS),the 
Securities and Exchange Commis- 
sion (SEC) and the Customs Service 
are trying to unravel the story. One 
senior member of the task force 
recently described the task as 
“quite frankly beyond our physical, 
budgetary or intellectual 
resources.’’ 

A joint investigation by the 
Financial Times and ABC News/ 
Nightline, drawing on interviews 
with US government officials, for- 
mer ISC executives and other 


of illegal missile technology was exported from the US with full CIA knowledge 



Jamas Guerin: centre of growing international aims scandal 


sources, has established that 

• The Central Intelligence Agency 
(CIA)had detailed knowledge of reg- 
ular, illegal shipments between 1984 
and 1988 from the US to South 
Africa. The shipments consisted erf 
US ballistic missile equipment. 

• Federal officials say they have 
good reason to believe that some of 
the US ballistic missile technology 
sent to South Africa was shipped on 
to Baghdad, where it was used in 
President Saddam Hussein's missile 
projects. 

• Senior British sources have con- 
firmed that missile technology 
jointly developed by ISC and South 
Africa was offered for sale to other 
Gulf states. The sales, according to 
these sources, were blocked by 
Britain. 

• Advanced radar-controlled anti- 
aircraft equipment shipped by ISC 
to South Africa found its way to 
Iraq in time for the Gulf war. 

“Do you remember watching the 
anti-aircraft bursts from Baghdad 
on CNN that first night of the 
Allied bombing in January? That 
was some of the stuff which got to 
Iraq through the ISCGamma ship- 
ments to South Africa,” said one US 
senior law enforcement official. 

For the most part, however, Iraq 
appears to have made limited use 
during the Gulf War of sensitive 
equipment supplied to it. “Iraq 
appears to have got very little for 
its money” was one official’s ver- 
dict 

• ISC cluster bomb technology 
was sent to Mr Carlos Cardoen, the 
C hilean arms dealer who is one of 


Baghdad’s biggest suppliers. The 
transfer, in the form of blueprints, 
drawings and design technology, 
was carried to Santiago in suitcases 
in 1985. 

• ISC and the Chilean secret police 
co-operated to build a duster bomb 
factory in Santiago. The blueprints 
for this factory were then sold to 
Iraq by Mr Cardoen. ISC also 
shipped duster bomb fuses to South 
Africa .from where they were 
shipped on to Iraq, by way of Chile. 

One of the curious aspects of this 
clandestine trade is that South 
Africa and Israel, Iraq's arch enemy 
in the Middle East, have a growing 
r elationship which includes a weap- 
ons exchange programme. 

US officials explain South Africa’s 


‘Advanced radar-controlled anti-aircraft equipment shipped by Mr Guerin’s 
company to South Africa found its way to Iraq in time for the Gulf war’ 


electronic sensors, optics and. 
related equipment to South Africa 
- without the normal export 
licences - In an intelligence ven- 
ture to supply listening posts to 
track Soviet submarines off the 
Cape of Good Hope. 

Mr Guerin and the NSA set up a 
front company or “cat out” that 
gave the government “plausible 
deniability” — meaning that if the 
operation ever came to light the US 
government could offer a credible 
denial of involvement. The front 
company’s name was Gamma 
Systems Associates. 


meats erf militarily useful technol- 
ogy to South Africa. 

According to US officials, Gamma 
continued to ship electronics to 
South Africa for ISC in the early 
1980s. This occmred^ccording to 
Conner senior Reagan Administra- 
tion officials. In 1982-83, when South 
Africa began to develop a 
long-range ballistic missile capable 
of carrying a nudear warhead, 
scouring the world for key compo- 
nents and testing equipment. 

By then Mr Guerin had developed 
strong ties with Barlow Rand, the 
South African group that in the 


James Guerin, linked to one of Britain’s biggest corporate scan- 
dals, was at the centre of an anns : trafficldng ring a joint Finan- 
cial Times/ABC Nightline has discovered. Alan Friedman, Lionel 
Barber, Tom Flannery and Eric Regnly report from Washington. 


parallel trade with Iraq primarily as 
means for Pretoria to earn foreign 
exchange in the 1980s as it strug- 
gled to overcome a debt crisis and 
economic sanctions. 

ISC's tangled relationship with 
US intelligence can be traced back 


to 1974 when Mr Guerin, working 
with the National Security Agency 
(NSA), the electronic eavesdropping 
agency, set up a front company as 
part of a US-sponsored covert opera- 
tion. 

Known as Project X, the opera- 
tion’s purpose was to ship advanced 


The FBI later discovered that 
Gamma was a “mail and phone 
drop” at JFK Airport in New York. 
It was literally an address to which 
ISC equipment could be sent before 
being shipped with false descrip- 
tions aboard airliners bound for 
South Africa. 

Gamma continued to operate as a 
sanctioned intelligence venture 
untQ 1977, when the newly installed 
Administration of President Jimmy 
Carter decided to call a halt to 
many clandestine operations. He 
also placed an embargo on US ship- 


1970s had lent Mm yam to keep his. 
mmnanT afloat- 

Then in 1984 Mr Guerin 
approached the CIA and offered to 
act as an “eyes and ears” for the 
Agency. It was about this time that 
s hipments (at times on a weekly 
basis) of sensitive equipment for 
long-range ballistic imssfles began 
flowing to South Africa along a 
route through Gamma identical to 
this nri gtnM intelligence 

Costomers included Armscor, the 
South African government’s main 
defence firm, and private companies 


In South Africa. Armscor yesterday 
refused to comment 

Coart documents which include 
bills of lading, receipts and Invoices 
as well as itemised s h i pp i ng papers 
dearly label the items as: not to be 
exported from the US without a 
licence. 

The shipments <Tu*iwrii»fl telemme- 
try tracking antennae, which follow 
wnssfles in flight and pick up data 
such as fad. consumption, velocity 
and gravitational forces. Other 
Items include gyroscopic equipment 
used for the guidance systems of 

Among the most sensitive equip- 
ment shipped were photo-imaging 
ffim readme, necessary to determine 
the performance of missiles. 

A former high-ranking US intelli- 
gence official with electronics 
expertise said the antennae and 
film reader, used together, would 
form the “backbone” of a sy stem to 
devdop medium-range missiles. 

Some equipment could have been 
sold legally to South Africa under 
the wmhrwTla of “dual-use” technol- 
ogy with both civilian and military 
applications. But most of the items 
exported by ISC were shipped with- 
out an export licence and in viola- 
tion of the US embargo. ISC’s sales 
abroad also violated the Arms Con- 
trol Act which requires State 
Department approval of such muni- 
tions exports. 

Throughout the critical period of 


Illegal sales • from 1984 until 
November 1988 - ISC executives 
travelled regularly to South Africa 
to supervise the “transactions. 

Among the key ISC executives 
involved was Mr Robert Clyde Ivy, 
an electrical engineer and missile 
expert who was recruited by Mr 
Guerin while a consultant for Arms- 
cor in South Africa, to 1977. 

Several former ISC executives, 
including Mr Ivy, are preparing a 
“CIA defence” to which they will 
use the company’s relationship with 
the intelligence services as a factor 
which justifies their activities. A 
similar defence is being prepared by 
General Manuel Noriega, the 
deposed Panamanian leader about 
to be tried for drag smuggling. 

Law enforcement officials say 
that the mere existence of a CIA 
relationship would not mitigate the 
crime of illegal exports, but the 
larger question remains why the 
CIA would Call to halt such illegal 


to US officials who 
inicwtf an anonymity, at ho time did 
the dA ever seek to halt the ship- 
ments or turn over its information 
to the FBI or other law enforcement 
agencies. Mr William von Saab, for- 
mer Commissioner of Customs, 
questions this arrangement since it 
raises issues about the CIA's 
accountability and whether the 
agency to some sense colluded In 
ISC’s ventures. 


AMERICAN NEWS 


US recession nearly over 
say business economists 

By Michael Pro wee in Washington 


THE US recession is nearly 
over, claimed a group of US 
business economists yesterday, 
as figures from the Commerce 
Department showed an encour- 
aging 2.9 per cent rise to orders 
for durable manufactured 
goods last month, tbe first 
increase since December. 

The report, by the National 
Association of Business Econo- 
mists, showed that more than 
70 per cent of 58 professional 
economists - polled in early 
May - said tbe economy bad 
already hit bottom or would do 
so by the end of June. How- 
ever, more than a quarter did 
not expect the recession to end 
until the third quarter of this 
year or later. 

The poll showed business 
economists united in expecting 
a dower than normal recovery 
from recession. Tbe associa- 
tion's median forecast indi- 
cated growth at an annual rate 
of 2 to 3 per cent daring the 
second half of this year and 
early 1992. This compares with 
an average growth rate of 
about 6 per cent in the after- 
math of previous post- 1945 
recessions. 

Tbe rise to orders for dura- 
ble goods follows other mildly 
encouraging signs, including a 


rise to retail sales in recent 
months, slightly increased 
activity to the housing market 
and the first hints that manu- 
facturing production could be 
stabilising. 

However, although orders 
figures for last month exceeded 
expectations in financial mar- 
kets. such numbers for April 
are notoriously volatile. The 
increase last month failed to 
make good a 4-5 per cent drop 
in March and left orders 7.4 per 
cent lower than at this time 
last year. 

The orders figures are 
attracting particular attention 
because they provide early 
warning of trends in capital 
spending. Some analysts have 
speculated that a decline in 
industrial investment, which 
slumped to the first quarter, 
could provide a second leg to 
the recession. 

Mr Alan Greenspan, Federal 
Reserve chairman, cited weak 
March orders figures as a justi- 
fication for the most recent cut 
in interest rates. He had said 
this week that the first sign of 
an economic turnaround would 
"show up in the order books of 
the major materials produc- 
ers." 

More than half the April 


increase in orders reflected 
increased demand for elec- 
tronic components. Orders rose 
to all main industrial sectors 
except transportation, which 
fell by 4J5 per emit Orders for 
non-defence capital goods 
(excluding the volatile aircraft 
sector) - which analysts 
regard as the single best 
guide to civilian investment 
trends - rose 3£ per cent 
but remained more than 5 per 
cent below tbe level of a year 
ago. 

The business economists’ 
confidence that the US econ- 
omy will soon revive is shared 
by Bush Administration offi- 
c£ala. to recent days, both Mr 
Robert Mosbacher. Commerce 
Secretary, and Mr Richard Dar- 
man, Budget Director, have 
claimed a turnaround is under 
way. 

Some economists, however, 
remain sceptical. Mr Philip 
Braverman, chief economist at 
DKB Securities in New York, 
said he saw no reliable evi- 
dence that the recession was 
about to end. He expects levels 
of personal and corporate debt 
unprecedented in recent 
decades to prevent recovery 
before the final quarter of Wife 
year at the earliest 


Falklands’ relations with mainland raised 



GENERAL Colin Powell, chairman ofthe US joint chiefs of staff 
and the country’s senior military officer, has been reappointed 
to a second two-year term, in a spite of recent reports that he 
had initial res e rv a tions about the military strategy which Presi- 
dent George Bush adopted to the Gulf crisis. 

He and Mir Bush (left) are pictured above as the president 
announced Gen Powell's reappointment. 

A new book. The Commanders, by Mr Bob Woodward of the 
Washington Post and heavily reliant on interviews with the 
general, reports the general as having favoured a strategy of 
containing Iraq, before the was taken last entmwn to 

double the size of US forces to the Gulf. 

Both Mr Bush and Gen Powell yesterday dismissed talk of any 
differences, though the president admitted that the general had 
set out the risks and was not rushing to commit troops to battle. 

The expected reappointment of Gen Powell also ends what was 
always highly unlikely speculation that Mr Bush might choose 
him as his electoral running-mate next year in place of 
Vice-President Dan Quayle. 


Congressional votes advance 
plans for bank liberalisation 

By Peter RkMell, US Editor, in Washington 


PROPOSALS to allow US 
banks to expand both geo- 
graphically and into new activ- 
ities have won the backing of a 
House of Representatives com- 
mittee, though they face more 
legislative hurdles over the 
next few months. 

The financial institutions 
sub-committee of the House 
Banking Committee has 
approved this week much more 
of the Bush administration’s 
plan for a radical overhaul of 
the US banking structure than 
was widely expected a few 
weeks ago. 

to particular, the sub-com- 
mittee agreed to allow banks to 
open nationwide branch net- 
works. At present, bank hold- 
ing companies have to set up 
separately capitalised subsid- 
iaries in each state. An amend- 
ment to make inter-state 
branch banking subject to 
approval by individual states 
was defeated by 24 to 12. 

Both the Treasury and fed- 
eral regulators believe that 
nationwide branches are the 
key to raising the efficiency 
and profitability of US hank- 


tog, while leading to mergers 
among the 12,300 US banks. 

Tbe sub-committee has also 
approved proposals to allow 
banks to affiliate with securi- 
ties firms, rejecting proposals 
from the securities industry 
which would have prevented 
securities affiliates from offer- 
ing credit and investment 
banking services to the same 
customers. However, various 
restrictions were imposed to 
protect customers and limit the 
ability of banks to become 
involved in insurance. 

On the other hand, members 
approved by one vote an 
amendment that would pre- 
vent such expansion unless 
banks meet standards of com- 
munity investment by showing 
that they are satisfying local 
credit needs for housing and 
business. 

These victories for the Trea- 
sury have been only partially 
offset by a decision to defer 
action, on its call for an over- 
haul and simplification of the 
complex of agencies which reg- 
ulate banks (in part also 
opposed by the Federal 


Reserve). This deferral is via 
the establishment of a task 
force to look at supervisory 
reorganisation. 

Administration proposals to 
limit tbe number of accounts 
to any one bank to be pro- 
tected by federal deposit insur- 
ance have also been rejected, 
as has the discretionary power 
to reimburse uninsured deposi- 
tors to foiled banks under the 
too-big-to-foil doctrine. 

Moreover, Treasury propos- jL 
als to allow commercial groups - 
to acquire banks look unlikely 
to be approved this year. 

Many of these proposals may 
be further amended in later 
stages of consideration by the 
House or in parallel debates to 
the Senate, though the latter 
has been more sympathetic to 
calls for comprehensive bank- 
ing reform. 

For all that, the prospects for 
wider reform have been 
advanced in recent weeks, 
despite earlier attempts by 
some Democratic leaders to the 
House to limit legislation this 
year to recapitalising the bank fc 
deposit insurance fund. 


Washington to consult western allies on aid for Moscow 

US wary over Soviet reforms 

By Pater Riddell 


Argentine 

By Gary Mead 

THE ARGENTINE ambassador 
to Britain, Mr Mario C&mpora, 
yesterday called for restoration 
of direct links between Argen- 
tina and the Falkland Islands 
in the South Atlantic. Sover- 
eignty over the islands is still 
disputed by Britain and Argen- 
tina. which fought a war on 
the issue in April-June 1982. 

At a meeting of the Anglo- 
Argentine society in London 
yesterday, Mr Cdmpora 
expressed pleasure at the resto- 
ration last year of UK- 
Argentine diplomatic relations, 
but he described as “unfortu- 
nate" that "no progress has 
been possible in the relations 
between the islands and the 


envoy calls for links 


Argentine mainland.” 

The ambassador added: “We 
have consistently made clear 
our will to rebuild the bridges 
but the response so far has 
been disappointing. I believe ft 
is time - Indeed long overdue 

- to find a new spirit” 
President Carlos Menem, 

when he took office in Argen- 
tina in July 1989, agreed to 
place the dispute about sover- 
eignty over the Falklands 
under a diplomatic “umbrella” 

- to give it a lower priority in 
Argentine foreign policy. In 
March this year, relatives of 
Argentine war dead buried on 
the Islands were allowed a one- 
day visit to the Falklands. 


Mr Campora’s remarks yes- 
terday appear to raise the mat- 
ter in less diplomatic language 
than has been so recently. He 
said: “Isolation and intransi- 
gence help no-one. It Is all the 
more regrettable when our 
efforts are ignored, or animos- 
ity is the only answer.” 

This public implication that 
British diplomacy has rebuffed 
Argentine efforts at restoring 
direct links with the Falklands, 
which enjoyed a regular air 
link with Argentina before the 
1982 conflict, will please Falk- 
landers but dismay those hop- 
ing that the matter was stfll 
low on the Argentine diplo- 
matic agenda. 


Surinam votes 
in army shadow 

THE ARMY in Surinam is 
expe cted to continue exercising 
strong influence over govern- 
ment, regardless of the out- 
come of national elections to 
be held tomorrow, writes 
Canute James In Kingston. 

The bloodless military coup 
last December in the former 
Dutch colony, on the 
north-east coast of South 
America with a population of 
400,000, was followed by an 
interim government, headed by 
Mr Johan Kraag. 

Army officers had charged 
that Mr Ramsewak Shankar, 
former president, had publicly 
Insulted Mr Desi Bo a terse, 
Surinam’s military strongman. 


Salvador talks 
for Venezuela 

VENEZUELA is to be host for 
the next round of peace talks 
between the government of El . 
Salvador and the central Amer- 
ican country’s left-wing rebels, 
the FMLN, writes Joe Mann to 
Caracas. 

The negotiations will deal 
with a possible cease-fire in the 
conflict that has cost tens trf 
thousands of lives in El Salva- 
dor over a decade. 

There has been no announce- 
ment in Venezuela of a date, 
but the talks are expected 
within a few weeks. FMLN rep- 
resentatives are reported to 
include both political leaders 
and a rare appearance of com- 
manders from the field. 


THE BUSH administration is 
considering how the US and 
other western countries can 
assist Soviet economic reform, 
thou gh ft is unwilling to offer 
help until President Mikhail 
Gorbachev has firmly commit- 
ted himself to a credible reform 
programme. 

Mr Bush yesterday took a 
deliberate non-commfttal fine, 
saying “all options are open.” 
Hie said he wished to talk to 
other western leaders “to see 
what we can do to help genu- 
ine reform in the Soviet 
Union." The president stressed • 
the US desire to move forward, 
but also its concerns about 
practicalities mid the Soviet 
Union’s creditworthiness. 

In Congressional testimony 
yesterday, Mr James Baker, 
Secretary of State, said the US 
“continues to study various 


ways to which we «m assist 
Soviet economic reform, but 
the usefulness of our efforts 
still depends, above all else, on 
the choices that the Soviets 
themselves make.” 

Senior US officials, to the 

State Department and the 
White House, have held talks 
this week with Mr Grigory 
Yavlinsky, who has prepared 
an economic assistance and 
reform proposal, known as The 
Grand Bargain, with a group of 
prominent Harvard professors. 
These include Mr Robert 
Blackwill, until last year the 
senior Soviet and European 
adviser on the National Secu- 
rity Council staff: 

A Soviet delegation - 
headed by Mr Yevgeny Prima- 
kov; senior economic adviser 
to Mr Gorbachev, and Mr 
Vladimir Shcherbakov, a dep- 


uty premier - will visit Wash- 
ington next week to dismiss 
what Mr Bush has described as 
Mr Gorbachev's “new ideas on 
economic reform." * 

Themoet likely immediate 
US response is the provtskm of 
technical assistance, rather 
than large-scale financial aid, 
apart from farm credits already 
under consideration. 

The Bush administration 
wants to assess the views of 
the Soviet delegation before it 
dMutes what can he done and 
whether Mr Gorbachev should 
attend the annual summit of 
the Group trf Seven heads of 
government in Ikyndon in mid- 
July. Mr Robert ZoslHck. one 
jhc main architects of US . 
soviet policy and the main us 
sher pa in preparing for the 
^mmit, met Mr Yavlinsky this 
week. a* 
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Notice of Partial Repayment 

A$5 0,000,000 

FANMAC Oversells No.l Limited 

(Incorporated with lamed liability in the stout of New South Wales) 

15%% Bonds Due June 30, 1992 

NOTICE IS GIVEN that in accordance with Condition 7(b) of the Terms and Conditions 
of the Bonds Fanmac Overseas No.l Limited (the “issuer 1 ’) will redeem A$4, 933,000 by 
partial repayment at 100.25 per cent of dieir principal amount on 30th June, 1991 (the 
“Redemption Date"), payment of principal and interest will be paid on 1st July, 1991 (the 
“Payment Date"), when interest on the Bonds will cease to accrue. 


The serial numbers of the A$l, 000 Denomination Bonds drawn for the partial repayment areas follows: 


24 

1114 

2037 

3107 

3BBB 

4688 

6996 

7046 

8114 

9299 

10345 

11426 

12288 

13119 

14122 

44 

1120 

2078 

3109 

3913 

4909 

6002 

7078 

8130 

937B 

10368 

11443 

12296 

13129 

14132 

75 

1143 

2061 

3160 

3900 

4911 


7093 

8148 

9382 

10382 

11456 

12318 

13134 

14172 

87 

11 64 

2137 

3182 

4019 

4»46 

6037 

7101 

8203 

9446 

10391 

11460 

12318 

13156 

14100 

94 

1182 

2173 

31 B1 

4035 

4997 

6044 

7113 

8209 

9464 

10404 

11470 

12329 

13163 

141B4 

95 

1184 

2170 

3182 

4049 

5077 

8101 

7119 

8218 

9466 

10405 

11501 

12330 

13109 

14255 

100 

1193 

2189 

3211 

4060 

6083 

6114 

7160 

8224 

9467 

10435 

11539 

1Z34B 

13201 

14257 

163 

1196 

2254 

3229 

4089 

5142 

6129 

7164 

8300 

9477 

10437 

11616 

12351 

1321B 

14289 

226 

1289 

2268 

3236 

4104 

6147 

6140 

7175 

8312 

947B 

10438 

11618 

12366 

13221 

14318 

252 

1300 

2279 


4106 

5193 

8157 

7202 

8328 

9521 

10470 

11643 

12376 

13261 

14333 

261 

1320 

2318 

ubq 

4115 

6197 

6203 

7285 

8334 

9560 

1063S 

11703 

12387 

13321 

14346 

288 

1327 


3273 

4129 

6223 

6247 

7289 

8397 

9566 

10573 

11755 

12414 

13356 

14371 

327 

1332 

2327 

3351 

4206 

5268 

6270 

7339 

8405 

9577 

10560 

11764 

12460 

13363 

14454 

328 

1352 


3354 

4235 


5381 

7379 

6414 

9623 

10590 

11791 

12462 

13385 

14506 

362 

1382 

2344 

3388 

4273 

5331 

6370 

7402 

6438 

9635 

10618 

11623 

12486 

13403 

14527 

438 

1379 


3374 

4300 

5363 

6376 

7442 

8485 

9865 

10664 

11824 

12612 

13459 

14545 

541 

1414 

2418 


4331 


6406 

7446 

8477 

9692 

10732 

11627 

12962 

13476 

14550 

558 

1420 

2458 

3387 

4356 

5399 

6434 

7448 

8479 

9713 

10789 

11831 

12563 

13512 

14551 

663 

1422 

2477 


4390 

5431 

6442 

7502 

6490 

9722 

10827 

11638 

12589 

13514 

14559 

609 

1428 

2482 

3411 

4410 

5458 

6477 

7587 

8301 

9729 

10841 

11084 

12621 

13500 

14506 

599 

1436 

2496 

3442 

4417 

6463 

0491 

7607 

8520 

9736 

10632 

11905 

12847 

13587 

14806 

614 

1445 

2600 

3490 

4420 

5473 

6521 

7878 

9608 

9770 

10879 

11931 

12098 

13841 

14690 

656 

1471 


3500 

4427 

5492 

8537 

7699 

8846 

9775 

10912 

11957 

12689 

13658 

14661 

877 

1480 

2578 

3611 

4467 

6502 

6649 

7723 

8853 

9794 

10933 

11063 

12670 

13691 

14724 

687 

1818 

2800 

3517 

4404 

6508 

6662 

7746 

3634 

9922 

11038 

11974 

12701 

13706 

14739 

BOO 

1524 

2815 

3527 

4533 


6605 

7787 

8670 

9862 

11041 

11993 

12734 

13728 

14780 

746 

1634 

2820 


4666 

5684 

6660 

7781 

6672 

9907 

11066 

11899 

12738 

13749 

14780 

B24 

1545 

2645 

3606 

4611 

5600 

6658 

7006 

6690 

9969 

11079 

12001 

12812 

13752 

14784 

827 

1572 


3619 

4621 

5633 

6659 

7822 

6742 

6969 

11089 

12019 

12852 

13828 

14606 

830 

1578 

2738 


4633 

6640 

6873 

7825 

8751 

10079 

11149 

12020 

12856 

13879 

14824 

843 

1588 

2783 

3832 

4635 

5647 

6787 

7832 

8758 

10101 

111S8 

12037 

12860 

13914 

14837 

851 

1684 

2792 

3840 

4651 

5686 

0782 

7839 

8823 

10102 

11207 

12044 

12877 

13631 

14849 

860 

1878 

2799 

3844 

4710 

5737 

6783 

7863 

8883 

10109 

11230 

120 TO 

12891 

13830 

14850 

890 

1683 


3884 

4716 

5811 

6822 

7866 

8898 

10113 

11251 

12086 

12933 

13952 

14883 

014 

1688 

2840 

3718 

4730 

5631 

6834 

7888 

6000 

10184 

M£S9 

12097 

12939 

T39S7 

14665 

982 

1791 


3732 

4733 

6665 

6644 

7902 

8902 

10142 

11271 

12134 

12943 

13970 

14688 

986 

1797 

«aa 

3766 

4787 

5688 

6888 

7920 

6946 

10199 

11278 

12191 

12951 

13074 

14918 

993 

1056 

2934 

3768 

4774 

6689 

6903 

7926 

9094 

10200 

11297 

12189 

12952 

13995 

14939 

1008 

1977 

2940 

3778 

4806 

M10 

6912 

8041 

9102 

10238 

11903 

12194 

12962 

14017 

14945 

1039 

1908 

2942 

3798 

4807 

5624 

9974 

6052 

9104 

10269 

11328 

12235 

12991 

14027 

14958 

1069 

2006 

3054 


4817 

5940 

7013 

8077 

9108 

10287 

11411 

12240 

13041 

14036 

14678 

1006 

2913 

3061 

3881 

4831 

5941 

7020 

6097 

9157 

10320 

11412 

12241 

13043 

14060 


1101 

2030 

3009 

3884 

4861 

5680 

7030 

8105 

9205 

10940 

11422 

12257 

13087 

14074 



The serial numbers of the AS5.00C Denomination Bonds drawn for the partial repayment are as follows: 
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5090 

5639 

60G2 

0499 

6991 

392 

846 

1331 

I860 

237B 

2829 

3233 

3715 

4166 

4503 

5121 

8640 

6072 

6517 

6802 

406 

879 

1332 

1892 

2385 

2830 

3230 

3719 

*177 

4810 

5123 

ssso 

6073 

0533 

6993 

412 

881 

1337 

1904 

2390 

2841 

3241 

3733 

4183 

401! 

5125 

5560 

0079 

0548 

6997 

415 

890 

1330 

1910 

2397 

2647 

3248 

3738 

4185 

4013 

5137 

5500 

0094 

0651 

7000 

419 
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1373 

1931 

2407 

2859 

3251 

3743 

4190 

4014 

5145 

5569 

0101 

6567 


422 

914 

1400 

1934 

2412 

2081 

3257 

3746 

4198 

4622 

Si SO 

5573 

0104 

6573 


426 

919 

1408 

1938 

2414 

2876 

3205 

3740 

4200 

4030 

5162 

5574 

0111 

6382 


429 

934 

14113 

1952 

2440 

2878 

3271 

3751 

4206 

4633 

5168 

5570 

6110 

6692 


4 as 

940 

1428 

T8S5 

2457 

2082 

3272 

3788 

4213 

4642 

5175 

8580 

0119 

0006 


437 

943 

1431 

1956 

2409 

2883 

3273 

3782 

4228 

4650 

5178 

5610 

6127 

8020 


443 

901 

1432 

1962 

2409 

2884 

3277 

3793 

4248 

4800 

6103 

5613 

0131 

6825 


518 

962 

1440 

1983 

2477 

2890 

3290 

3797 

4250 

4081 

5188 

6620 

6138 

6634 


623 

864 

1469 

1980 

2484 

2902 

3302 

3807 

4282 

4683 

5197 

C63S 

0140 

0839 


530 

971 

1481 

1998 

2409 

2814 

3303 

3022 

4260 

4070 

020* 

5647 

0140 

0652 


538 

974 

1403 

2011 

2490 

2923 

3307 

38Z7 

4201 

4801 

5212 

6660 

6147 

8081 


039 

990 

1464 

2014 

2497 

2920 

3316 

3032 

4204 

4860 

5214 

5088 

6149 

6883 



Repayment of principal will be made upon presentation and surrender of the Bonds, 
with all unmatured coupons attached, at the offices of the Paying Agents; (1) Bankers Trust 
Company, 1 Appold Street, Broadgate, London EC2A 2HE, (2) Swiss Bank Corporation, 
1 Aeschenvorstadt, CH-4002, Basle, (3) Banque Internationale & Luxembourg S.A., 
69 Route d'Esch, L-1470 Luxembourg and (4) Bankers Trust Company Corporate Trust &. 
Agency Group, Four Albany Street, New York, NY 10015 (repayment of principal only). 

Accrued Interest due 30th June, 1991, (die “Redemption Date"), will be paid in the 
normal manner against presentation of Coupon No. 5 on the payment date, being 1st July, 
1991. 


Q Bankers Trust 

Company, London Agent Bank 

24th May, 1991 


Notice of Redemption 
To the Holders of 

Sonat Finance Inc. 

1114 pet* cent. Guaranteed Notes 
Due 1992 

NOTICE IS HEREBY GIVEN that, pur- 
suant to the jproWsioflB of the Indenture 
dated as of June 26, 1985 among Scmat 
Finance Inc., os Issuer (the ‘Company'), 
Sonat Inc. as Guarantor, and The Bnnkot 
New York (aa successor u> Irving Trust 
Company), aa Hustee fth« "Trustee'), the 
Company has elected In redeem and pay. 
and will redeem and pay on June 26. 1991 
(the "Redemption Date) all outstanding 
1 1 '*% Guaranteed Notes Due 1992 (the 
"Notes") at 100% of the principal amount 
. - ~ “ ~n the 

_ owill 

become due and payable upon all of the 
Nous, in addition, accrued interest doe on 
or prior to the Redemption date will be 
paid upon due presentation and surrender 
of coupons for such interest On and after 


I'VIO | Mi kVUO Ul UHT HIIIKI|W «mui 

thereof (the "Redemption Price "L On I 
Redemption Date the Redemption Pricov 


the Redemption Date, interest will cease to 
i die Ni 


accrue on die Notea. 


The aforesaid Redemption Price will be 
paid only upon due presentation and sur- 
render of die applicable Notes and the 
aforesaid accrued interest will be paid 


the Paying Agents set forth below. If any 
Note surrendered far redemption shall not 
be accompanied by all appurtenant cou- 
pons maturing alter the Redemption Date, 
such Note may be jnid after deducting 
from the Redemption Price an amount 
equal to the face amount of all such miss- 
ing coupons, or the surrender of such miss- 
ing coupon or coupons may be waived by 
the Company, the Guarantor and die TVits- 
tee. if there be furnished to them such 
security or indemnity Ostbeymay require 
to save each of them and anyPsying Agent 
harmless. 

Paying Agents 

Manufacturers Hanover Trust Ca 
Operations and Communications Centre 
1 Gerry Raffles Square 
Stratford. London EI6 IXG 

Swiss Bank Corporation 
I AeschenrorsUdl 
CH - 4002 Basle 
Switzerland 

Bankers That Luxembourg S.A. 

14 Boulevard F.D. Roosevelt 
L-Wbo Luxembourg 

SONAT FINANCE INC. 
Dated: May 24. 1991 


In times of recession, 
survival depends upon 
keeping track of the 
hunters and the hunted. 


FT Mergers & Acquisitions 
International is the leading 
source of reliable, 
com p rehensive and 
intelligent information on 
corporate bid 
activity worldwide . 

Let the facts speak 
for themselves! 

Send NOW for 
a sample copy 
and further information to: 

Louise Donegan 
Telephone: 071 240 9391 
Facsimile: 071 240 7946 

It's the best way to ensure 
you remain the hunter, not 
the hunted. 


HUNTER 


OR 


HUNTER 



GIVES YOU 
THE ANSWER! 


NEWSIJiTTHKS 

TWER HOUSE SOUTHAMPTON STOTT LOMMN WQS 7HA 
nkinMm mEusm njSMKiFA&an mm 
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UK NEWS 


Major under fire over 



By David White, Defence Correspondent 


order 


SIR DAVID Plastow, chairman of 
Vickers, the UK engineering group, has 
told the prime minister, Mr John Major, 
that Britain has made Itself the 
“laughing-stock of the Middle East” by 
its indecision about ordering a new 
tank for the British army. 

He has warned that if no decision 
was made soon on its new Challenger 2 
tank Vickers would have to disband the 
engineering team working on the proj- 
gcIL 

Although ministers are thought to be 
agreed that the Challenger 2 should be 
chosen. Vickers has become increas- 
ingly irritated by what one senior exec- 
utive called “dithering" by the govern- 
ment and the im part it has had on 
export prospects. 

Vickers hopes to tank s to Saudi 
Arabia, Oman and the United Arab 


Emirates, and m the longer tern to 
Kuwait, but says potential clients are 
wafting for British endorsement of the 
Challenger 2. 

Germany is understood, meanwhile, 
to have tamed down a request by the 
UK ministry of defence for the lease of 
Leopard 2 tanks as an interim replace- 
ment for some of the alde r tanks in the 
fleet of the British Army of the Rhine. 

7V Bonn defenc e ministry replied 
that ft would only agree to tire leasing 
proposal if Britain opted for the Leop- 
ard 2, in an improved version, as its 
new-genecation tank. 

Both the Germans and the other 
main competitors for the British con- 
tract. General Dynamics of the US, now 
regard this option as highly unlikely. 

They believe that the praise heaped 
by senior British officials, the 


prime minister, on the performance of 
the current Challenger l . in. the Gulf 
points to a certata-dedsfcm -in favour of 
Its Challenger 2 s uc cess o r. . 

The UK approach for the lease of tanks 
would have involved between 90 and 
100 tanks to equip two threeamadwai 
regiments. These . regiments field 42 


be required. Despite the negative Ger- 
man response, further discussions are 
thought possible. 

An announcement on the British 
tank proc ur ement decision is not expec- 
ted until mid-June. This would be nft» 
months after Vickers’ completion of a 
“demonstration phase” for the Chal- 
lengers, under an MoD contract. 

ft is thought the government wanted 
to hold bade an announcement until 
after a Nato ifafoncg ministers* meeting 


in Brussels next week; frhfch .vffi dte- 
cunjET fora iSSi-M rejdd ran* 
tton force to Europe. . ' 

The initial contract is expected to be 
for as few as 127 tanks, leas 'Stum, a 
quarter of the quantity ori^nally «pw> 
tad, with %tijer batdfcs of 200 tanks 
later tat - > 

A contract -.of this eke would be. 
worth aboht an inWaKWta to VWao. 

General Dynamics cSsdiaed to make a 
'"conforming hfaf- in April hut wrote to 
Mr MajwroSeting to hold Its previous 
tmtt price for the BOA 2 Atom* tank 
and to give Bsttisfaindnsttfal partners a 
rignJfcttcant share of escort btfstOM* for 
the Abram* ' 

Both Germany's Krauw-MafiM and 
France's GfAT Industries, wich i» pro- 
' e its new Lederc tank. made flash 


Shrinking deficit 
fails to allay 
fears over trade 


A S fewer cargo ships 
unload foreign goods 
on Britain’s quaysides, 
it has become more fashion- 
able to say that the balance of 
payments is no longer a prob- 
lem. 

Like many fashions, this 
belief may not stand the test of 
time. Embedded in yesterday’s 
trade figures was evidence that 
imports are rising again, while 
exports have been flat since 
the autumn and are set to 
remain low. 

The deficit shrank from 
£20bn in 1989 to £13bn in 1990. 
Yesterday’s announcement of 
an April current account defi- 
cit of £339m is within the Trea- 
sury’s forecast of £6bn this 
year. 

The opposition Labour party 
was quick to complain that 
Britain was slipping into the 
red. Meanwhile, Mr Mervyn 
King , chief economist at the 
Bank of En gland , says there is 
little agreement as to how 
much a “problem” the balance 
of payments is. 

Some economists say a defi- 
cit simply means a country is 
spending more than it earns, 
which make people consume 
and borrow on optimistic 
assumptions about fixture out- 
put growth. 

They point out that coun- 
tries with large surpluses - 
Germany and Japan - have 
seen them dwindle since 1989 
just as those with deficits - 
the US and the UK - have 
seeir them shrink. ~i 

“ft is a private sector jmob-' 
lem financed by the private 
sector,” Mr wing says. This 
chimes with the argument that 
the closer the UK moves to eco- 
nomic and monetary union 
with Europe, the less of a prob- 
lem financing its deficit 
becomes. 

But far the many economists 
who feel that deficits still mat- 
ter, there is plenty to worry 
about in the UK’s exporting 
performance, in spite of the 
slenderness of the deficit of 
£1.7bn in the three months to 
ApriL 

They argue that not only has 
the UK failed to live up to 
expectations that it would 
export its way out of recession, 
but its inability - to do so 


speeded a downturn into a 
recession. 

There are also growing fears 
that continuing slack export 
volumes, the high -exchange 
rate and a slowdown in Ger- 
many will impede the UK 
recovery. 

Professor Wynne Godley, of 
King's College, Cambridge, 
argues that failure to balance 
imports with exports “drives 
down domestic income and 
output to the levels at which 
trade does match.” 

Applying Sherlock Holmes’s 
principle that it is a mistake to 
theorise without data, we can- 
not say such a converge n ce is 
about to happen. But the latest 
statistics do suggest that a def- 
icit could grow to haunt the 
government just when it 
thought the problem had been 
obscured by plunging import 
volumes. 

They indicate that the 
shrinking trade gap is the con- 
sequence of low domestic 
demand rather than supply- 
side improvements, and is 
therefore cyclical, not struc- 
tured. 

Economic recovery has been 
forecast for the end of this 
year, notably this week by Mr 
John Major. This has raised 
the worry that the upturn in 
consumer A-mand would pro- 
duce a ballooning deficit 

The Treasury describes non- 
oil export volumes as “flat 
since autumn”, with any 
improvement in the account 
produced by dropping imports. 
The trend in export growth is 
down to an «"«nai rate of 
under 1 per cent from 65 per 
cent in the third quarter of last 
year. As from ApriL import 
volumes stopped falling. 

On tiie evidence of last few 
months, the underlying trade 
deficit is now stuck at between 
El.lbn and £L3bn a month. 
Economists at Greenwell Mont- 
agu, the investment hank, say 
that “the significant improve- 
ment recorded in 1990 wffl not 
be repeated in 1S9L" In the 
first quarter If this year, 
exports (excluding oil and 
erratic items) were actually % 
per cent lower than at toe end 
of last year, they note. 

Barclays Bank says the 
marked slowdown in export 



growth helped transform the 
downturn into “outright reces- 
sion." What happened to cause 
th(m collapse? 

According to Mr Chris Dfi- 
low, of the Nomura Research 
Institute, exporters were hit by 
the recession, which meant 
cutbacks at home; then there 
was the gathering of recession- 
ary forces outside Europe, 
which sharply reduced exports 
to the US - by 19 per cent in 
the three months to ApriL The 


flexibility to divert production 
to buoyant markets never 
materialised, he says. France 
and the UK were the slowest of 
the major economies to chan- 
nel exports to the new Ger- 
many, 

The US, which went Into 
recession at the same time, 
fared better. Its export perfor- 
mance was cushioned by a 
weak dollar and sharp drops in 
unit wage costs. Between early 
Z885 and late 1990, US unit 


wage costs dropped 55 percent; 
while tixe UK’s rose by 17.8 per 
cent 

There is evidence that the 
UK switched to European mar- 
kets. Export volumes to the EC 
rose 10 per cent in the three 
months to March, tram zero in 
the three months before that 
But with European markets set 
to weaken, few economists pre- 
dict this trend to continue. 

Rachel Johnson 


Councils told 
to compete 
for inner city 
financing 

By Richard Evans 


LOCAL authorities 
representing some of 
England’s most depressed 
inner city areas were yester- 
day urged by the gov ern ment 
to bid co m p etiti vely for fluids 
to finance regeneration pro- 
jects. 

The councils are being asked 
by Mr Michael Hesettine, envi- 
ronment secretary, to put for- 
ward schemes to revamp 
squalid housing and industrial 
estates. 

Tim 10 best schemes will be 
pjinaa by the of the year 
to share £75m of government 
money on offer for 1992-93, but 
over £350m is expected to be 
made available for projects 
over the next five years. 

The initiative, announced by 
Mr Heseltine at a London 
press conference, amounts to a 
Mg shake-up hi the way cash 
Is channelled for urban regen- 
eration. No new money la 
being made available, but the 
Initiative, called City Chal- 
lenge, will seek to target 
money at specific projects 
rather than spread ft thinly 
over a variety of schemes. 

The 15 councils invited to 
take part are Barnsley, Bir- 
mingham, Bradford, Bristol, 
Liverpool, Manchester, 
Middlesbrough, Newcastle 
upon Tyne, Nottingham, Sal- 
ford, Sheffield, Tower Hamlets 
and Lewisham to Londflo, Wlr- 
raL and Wolverhampton- 

Mr Hesettine said: “We now 
intend to enhance the effec- 
tiveness of onr expenditure to 
urban areas In Emdussd— .the 
new initiative win achieve this 
and Improve the quality of our 
cities." 


Bank governor weathers storm on pay 


MR ROBIN L eigh-Pem berton, 
the governor of the Bank of 
England, who found himwif 
yesterday at the centre of a 
furore over his 17 per cent pay 
rise last year, might be for- 
given for feeling a little 
aggrieved, writes Neil Buckley. 

He took a pay cut from 
£99.585 to £72,545, or 27 per 
cent when he moved to the 
Bank of England in 1983 from 
his post as chairman of 
National Westminster B ank. 
Had he stayed put, his salary 
last year would have been 
£821,225, more than twice what 
he earned as governor - even 
after his hefty pay rise. 

His "emoluments, excluding 
pension contributions" was 
£155,019 last year - up from 
£132558 in 1989. 

Mr Lefgh-Pemberton was 
unrepentant yesterday about 


the pay rise, which has 
attracted criticism given that 
the Bank is calling for pay 
restraint. “I practice what I 
preach. Look at the figures for 
the last three years,” he said. 

in the previous two years, 
his pay rises had been more 
frugal at 43 per cent and 3.9 
per cent, well below the 
growth in average earnings in 
the UK. However, this was pre- 
ceded by a 22.9 per cent leap in 
1986-87, far outstripping the 
rise in average earnings of 7.8 
per cent 

Mr Leigh-Pemberton’s pay 
rises have exceeded the rise in 
average earnings in four of the 
last seven years. He is also one 
of the higher earners in British 
public service. 

And while his pay is less 
than Mr Karl Otto Fohl, outgo- 
ing president of the German 


Bundesbank, who is said to 
earn DM600,000 (E20L850), it is 
much more than that of Mr 
Alan Greenspan, chairman of 
the US Federal Reserve Board, 
who earns only £125,100 
(£72^00). 

In comparison with many 
UK company chairmen and 
chief executives, however, the 
governor is a relative pauper. 
Sir Denys Henderson, chair- 
man of ICL earned £448,000 in 
1990 (less than the £514,000 he 
earned 1968), while the rb te f 
executive of Prudential Corpo- 
ration, Mr Mick Newmarch, 
made £543,678. 

Many company chiefs’ earn- 
ings are also boosted by share 
dividends. Mr David Sainsbury, 
deputy chairman of J. Sains- 
bury, had a salary of £220,000 
in 1989 but picked up £20.6m in 
dividends. 


Travel association axes top 
executives to reduce costs 

By David Churchill, Leisure Industries Correspondent 

THE Association of British tion, including Mr John Dun- 
Travel Agents (Abta) yesterday soombe, Abta’s president 
axed its director general and Cutbacks at Abta’s central 
other senior management as London headquarters had been 
part of a coat-cutting exercise expected fallowing its cash ai- 
f allowing the failure of several sis earlier this year after the 
travel companies earlier this feflnre of several school tours 
year. holiday companies and the col- 

The decision on the redun- lapse of Exchange Travel, a 
dancdes, which are expected to leading travel agency, 
save at least £500,000 a year. The Changes at Abta have 
was taken by Abta’s national also fueled specula tion about a 
counciL change in Abta’s role under 

Those being made redundant new legislation due next year, 
include Mr David Epstein, The Department of Trade 
Abta’s director general, Mr and Industry is due to publish 
Faddy Lewis, his deputy, and within the next few weeks a 
Mr David Hirst, director of consultative paper on how to 
public affairs. implement the EC directive on 

Executive responsibility for package holiday travel This 
Abta's affairs will now be in calls for a consumer protection 
the hands of the part-time system to be In place by the 
elected officers of the Assoria- end of 1992. 


• Ms Marjorie Mowlam, 
Labour’s City spokesman, yes- 
terday attacked the size of 
directors’ pay rises, Simon BxA- 
berton writes. She said, that 
the “directors’ bonanza" 
merely reflected the “insatiable 
appetite of corporate greed". 

Many employees were hav- 
ing to accept pay cuts to reflect 
the declining returns to share- 
holders hut it appeared that 
many directors were exempt 
from any cats, she said while 
publishing a list of 21 compa- 
nies where the remuneration of 
directors had outstripped the 
growth to earnings. 

“The chief executive of 
Royal Insurance - which lost 
a staggering £187m in 1990 - 
saw his pay boosted by a com- 
fortable 20 per cent," Ms Mow- 
lam said. 

Editorial comment, Page IS 

London carves up areas of 
North Sea for exploration 

By Deborah Hargreaves 

THE government yesterday 
awarded North Sea explora- 
tion acreage that could con- 
tain 6tm barrels of ofl or 16 
trillion cubic feet of gas when 
it announced the results Its 
12th offshore licensing round. 

Mr John Wakeham, the 

energy secretary, announced 

the award of 74 exploration 
blocks after receiving the larg- 
est number of appHcations in 
IB years. For the first town, 
the government carved up the 
deep-water region west of 
Shetland, where it awarded 6 
blocks for exploration. 

Some £5bn of investment Is 
expected for the North Sea this 
year and seven projects have 
already been announced, he 
said. This compares with 18 
protects last year at a total 


IB blocks. Texaco ws 
current North Sea 09 
to receive any «ei 
British Petroleum d 
ore prominently 
awards. 


HI 11 1 Mils m -rill n 

awar ded in the frantic 
groups of leading oil 
nite. The first wells 
tastile, challenging 
mea t could be rank of 
years when comi 


After that, they can fa 
frontier blocks for a 

years without drinto 
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FINANCIAL DEPTH. 


Right across the financial sector; customers are becoming 
more demanding. 

! To answer their demands takes more than banking alone. 

* We recognised this a long time ago by forming our own 
innwamre business; thus putting ourselves in the forefront of 
die convergence of banking and insurance services. 


Now weVe taken a further step by grouping our insurance 
and banking businesses in two streams behind our two strong 
brands: TSB and Hill SamueL These will be developed within 
their appropriate markets, and we'll make sure they both have 
the resources to succeed. 

We shall use our financial strength to invest in their 


development: in training, technology, branch refurbishment 
and people. 

And we won’t cut back on investment in their future, 
because we have one long-term strategy in mind: to build 
long-term value for our shareholders by providing customer 
services of the highest quality. In depth. 



and beyond. 


ASSETS: £27 billion. SHARE CAPfEAL AND RESERVES: £lE bfllion. CURRENT AND DEPOSIT ACCOUNTS: £23 billion. ADVANCES: £17 billion. FUNDS UNDER MANAGEMENT AND ADVICE: £22 billion. 

- TSB: TSB Brandi TSB Services; TSB Hvst Company. HILL SAMUEL: Hill Samuel Bank; HID Samuel Financial Services; HiD Samuel Investment Management; Private Client Services. COMMERCIAL: Noble Lowndes; Swan National; WetcoL 
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UK NEWS 


Rolls-Royce 

withdraws 

dismissal 

notices 

By Michael Smith 

ROLLS-ROYCE, the aerospace 
group, withdrew dismissal 
notices to 34,000 workers yes- 
terday after threats of union 
legal action and widespread 
employee anger. 

The company denied it had 
climbed down over the notices, 
which were sent out two weeks 
ago, saying they were a legal 
technicality to implement a 
six-month pay freeze. 

The affair, however, is seen 
by industrial analysts as a pub- 
lic relations mistake which will 
do little to help the company hi 
forthcoming negotiations over 

6,000 job losses. 

The withdrawal of the con- 
tract termination letters was 
part of a deal reached yester- 
day with unions, including the 
BASF general technical onion 
which had threatened High 
Court action for alleged breach 
of contract 

As part of the deal, the MSF 
has withdrawn from all legal 
proceedings. Rolls-Royce 
agreed to enter early negotia- 
tions with unions on its pro- 
posed pay freeze which it said 
It still wanted to implement 

When Rolls-Royce sent out 
the riiBmisnal letters it said it 
bad no wish to see workers 
leave the company as a result. 
The contracts would be 
replaced by similar ones, var- 
ied to remove entitlements for 
pay increments rewarding ser- 
vice, age and skills. 

The BASF challenged that , a 
breach of contract had 
occurred because of a failure to 
consult it and other unions 
properly. 

Rolls-Royce believes it has 
acted legally in sending out the 
letters. “The letters were a 
means of instituting a total pay 
freeze. If we are able to achieve 
that through negotiation, the 
letters become unnecessary, 1 * a 
spokesman said. 

The company will today 
meet shop steward representa- 
tives of both blue and 
white-collar workers 

The main issue at today’s 
meeting is likely to be job 
losses which could lead to the 
first compulsory redundancies 
for 20 years at the company. 


Concern grows at profits 
of privatised monopolies 


By Charles Leacttieater and Clare Pearson 

A RECORD £3bn pre-tax profit 
at BT, the national telecommu- 
nications operator, and the 
prospect of strong profits from 
water companies yesterday 
threatened to provoke growing 
controversy over whether pri- 
vatised monopolies are being 
regulated tightly enough. 

The 14 per cent increase in 
pre-tax profits from BT, for- 
merly British Telecom, was 
greeted by opposition Labour 
MPs and consumer groups 
with calls for further price 
reductions in areas where BT 
has a monopoly and more amt- 
petition. 

The row over BT's profits 
will put added pressure on Sir 
Bryan Carsberg, the director 
general of Oft el, the telecom- 
munications industry regula- 
tor, to take a tougher line with 
BT over the prices it will 
charge for other competing 
operators to gain access to its 
network. 

Separately. Mr Ian Byatt, 
director general of the Office of 
Water Services, became the lat- 
est privatised industry watch- 
dog to flex his muscles when 
he issued a strongly worded 
warning to water companies, 
responsible for distribution 
and supply, not to deliver high 
profits and big returns to 
shareholders at the expense of 
customers. 

Mr Byatt cautioned the 10 
companies in a letter which 
was put in the post just as 
Yorkshire Water kicked off 



Byatt: warning on profits 

what seems certain to be a 
bumper season of water indus- 
try annual results with a 12.6 
per cent increase in pre-tax 
profits in northern England 

He said companies could 
expect questions from custom- 
ers and regulators if their divi- 
dends looked excessive. 

This year’s charge increases 
in the water industry were 
based on last November’s retail 
price index, which allowed 
increases averaging about 15 
per cent, while the slowdown 
in the economy has reduced 
costs. 

Mr Byatt’s Intervention 


conies only a month after the 
Office of Gas Supply success- 
frilly completed a long cam- 
paign to press British Gas to 
accept a five-year agreement 
which will limit price rise to 
households to Iks than the 
rate of inflation. 

BT's record profits, which 
were achieved mainly through 
cost cutting in the face of fall- 
ing call volumes, prompted the 
Telecoms Users Association to 
call for further cuts in tariffa 
so that customers should bene- 
fit from investment to modern- 
ise the telecommunications 
network. 

The TUA called for Oftel to 
be particularly vigilant when 
negotiating later this year over 
BT’s freedom to vary prices 
within an overall formula 
designed to limit price increase 
to the retail price index less 
6.25 per cent. 

BT responded to the criti- 
osmg by arguing that its qual- 
ity of service had reached new 
highs, with only one call in 200 
failing due to a fault on the 
line. It said cheap rate local 
calls were 50 per cent cheaper 
than they were in 1981 after 
inflation was taken into 
account 

Meanwhile, the National 
Co mmunica tions Union, the 
main trade union at BT, said it 

Was an urgent niaoffng 

with thp company to hiotiw 
the loss of almost 19,000 jobs 
last year, a far hf gfan* figure 
than BT had predicted. 


BRITAIN IN 
BRIEF 


— : 



Prince unveils plans for square 


THE Prince of Wales yesterday 
unveiled the long-awaited 
plans for an £800m redevelop- 
ment of Paternoster Square, 
the site Immediately to the 
north of St Paul’s Cathedral in 
the City of London, writes 
Vanessa Boulder, Property 
Correspondent. 

The site has been the subject 
of fierce controversy after pre- 
vious modernist plans were 
dropped as a result of criticism 
from Prince Charles. 

The latest designs are neo- 
classical in style, and have 
attempted to restore much of 
the historic pattern of streets 
and famas that existed before 


the area’s destruction during 
Second World War bombings 
by German aircraft. 

The datiigns contrast sharply 
with the modernist proposals 
put forward in an international 
architecture competition 
organised in 1987. The winning 
design, by Arup Associates, 
was shelved after Prince 
Charles, in a Mansion House 
speech, ’described the competi- 
tion as “deeply depressing” 

and " ripinflraliging " 

The scheme comprises over 
80 shops and restaurants and 
630,000 sq ft of office space in a 
traffic-free area around a cen- 
tral square. It restores the 


pedestrian access into Pater- 
noster Square to ground level 

The development will be car- 
ried out by Paternoster Square 
Associates, which is a partner- 
ship between Greycoat, a UK 
developer, Park Tower Group 
of New York and an affiliate of 
Mitsubishi Estate Company, a 
Tokyo-based developer. The 
partnership braw ii* the in 
November 1989 for £160m from 
the Venezuelan Organization 
Diego Cisneros. 

Work on the project is expec- 
ted to begin after the planning 
stage, which are expected to 
teta» nhu» to 12 months. 
Background, Page 17 


Thom to close 
plant in 
South Wales 

Thorn EMI is to close its 
light-bulb factory in Merthyr 
Tydfil South Wales, within 
the next 12 months with the 
loss of 500 jobs. 

In what would amount to 
a twin blow to the town. 
Hoover, its largest 
rawn fa c tp ring em ployer, jg 
expected to lay off more than 
300 people today after a vote . 
In favour of strike action on 
AnaeS. 

Merthyr already suffers 
from a 13.7 per cent 



with &5 per emit for Wa 
as a whole. 

The closure of the 
44-year-old plant, which at 
present produces 60m bulbs 
a year, should be completed 
by mids umm er 1992. 

Tories accused 
oyer Europe 

Mr Paddy Ashdown, liberal 
Democrat leader, has accused 
the Conservative government 
of avoiding a debate on 
European In tegr at ion through 

Thatcher'b^k^nto 

fold. 

Speaking in Yeovfl, 
south-west England. Mr 
Ashdown said the present 
prime minister's bi ggest 
mtetelta had b* 1 ** 11 to “duck" 
debate cm European monetary 
union (Emu). 

“The most important 
decisions about Britain’s 
fixture are being taken with 
almost no public discussion,” 
he said. He believed 
Conservatives feared Europe 
was the issue that would bring 
Airs Thatcher back into 
mainstream politics. “That 
Is why John Major is running 
scared from any public debate 
about our future role in 
Europe.” 


Staff of Harrods, the Knigfatsbridge department store fa London, Ba*»t*sfc - , 

main entrance yestcarday. The lunchtime protest was later baited by shop stern um m g 
Usdaw, the shop workers' onion, who warn ed the demonstrators that involvement coo^: 

make them liable to dismissal. '••• . " L_ „ . ' u „ . •>. 

The action was taken over Harrods* imposition of a pay freeze. U sdaw sa an a wa y 
headin g a strike ballot Ty^nagganun* haft tamed down its PXOPPWte: . 

for pay increases later fcn the year. 


PO says strike 
largely ignored 

A strike call by leaders of the 
Union of Communication 
Workers at selected main post 
offices and over tire next two 
days was ‘Tersely tenored” 
by the onion’s members cu 
its first day, according to Post 
Office management. 

The UCW*s action was called 
after pay talks broke down: 
union negotiators have 
rejected a 7 per emit otter. An 

aTiwitfrnir jja y natiw inl 

from Wednesday next week 
has been called for all 12400' 
UCW membess employed at 
crown post offices. 

The union itself said over 

80 per cent of 

had stayed away from work . 
but some post offices had been 
kept open by supervisors and 

a Tnfnlrmrm Timwh w nf r mmtw 

staff. “In Glasgow, for 
example, 805 members out 
of 320 were on strike. We are . 
very pleased,” said the UCW. 
Main post offices In Glasgow - 
in Scotland, Birmingham in 
tti> MiiTiom^if imii north and "" 
west London were targeted 
for yesterday’s action. 


Co-operation in 
EC welcomed 

A new mood of co-operation 
in the European Comnnmtty 
had replaced the exace rbati on 

rtf ht f l u fnnu wianh w 

countries, according to Mr 
Trist an GareZ-Jones, the 
foreign office minister. 

Speaking in a debate on 
ftmco -B ritMi upfariomt M r 
GaretJones EC countries 
were seeking to accommodate 
each other and were finding 
common ground as well aa 
fighting for national interests. 

1, 000-year-old 
found 


body 


Experts are examining the 
remains of a 1,000-year-oid 
human body uncovered on the 
banks of the River Thames. 
Archaeologists made thdr find 
during a routine excavation 
on tiie site of a new office 

development- The di sc over y 
of the well-preserved young 
pexaon’s body near Southwark 
Bridge in the City of London 
is thought to be unique. 


Labour attacks 
directors’ pay 

M* Marjorie Mowlam, 
opposition Labour . 
spokesperson on fi nanci a l 
affaire, has a t tacked theatre 
of pay rises which directors 
have awarded themselves. 

She said the “directors’ 
bonanza” bare no relation to 

the benefits received by 
shareholders bat merely 
reflected the “Insatiable 
appetite of corporate greed." 

FT cuts salaries 

The Financial Times has ad 
the salaries of a group of male 
print workers at its London 
Docklands plant by 1&9 per 
cant after be in g told that it 
could face an equal pay claim 
from woman workers doing 
similar jobs for less money. 

The cut to a salary of £21,100 f 

for 36 assistant press and 
p ublishin g technicians ban 
beeucompensated by a - 
uavment of £2850 this month 
and a future “buy-out!’ of the 
higher salary of £8,412: 
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Growth of Japanese 
Economy Slowing 


In contrast to the Increasingly pleas- 
ant weather as we move into May, 
clouds are gathering over the Japanese 
economy. 

Expansion May be Pa a gi n g to Peak 

At a press conference In early April, 
Bank of Japan Governor Yasushi Mieno 
stated that the Japanese economy “re- 
mains firm, though the pace of growth 
has been slowing since last falL" It is fair 
to say that overall economic activity re- 
mains at high levels. 

Japan's GNP grew a year-to-year 4.6% 
In real terms in the October-December 
period. In addition. Industrial produc- 
tion increased a year-to-year 7 2.% in Feb- 
ruary. Accordingly, capacfly utilization 
rates remain at high levels, while Inven- 
tories of finished goods are at low levels. 
The ratio of effective job openings to 
applicants is also high (see figure). 

Thus, the current level of economic 
addvity poses no problem. However, a 
look at the trends— that is to say, the 
pace of expansion— elicits concern. The 
trends In the capacity utilization rates, 
inventory levels and the job demand- 
supply ratio have all changed recently. 
The coincident indicator of the compo- 
site index* a yardstick for overall eco- 
nomic activity, began losing momentum 
at the end of last year and turned down- 
ward (see figure). 

Rifling Interest Bates and Prices 

The economic sl ow do w n can be attri- 
buted to the following (actors: 

First, personal consumption has been 
weakening since last faiL Unusually mild 
fall and winter curbed sales of clothes 
and beaters. Higher interest rates and 
rising prices have also put a damper on 
personal consumption. According to the 
Management and Coordination Agen- 
cy’s Family Budget Survey, per-house- 
hold consumption rose on a year-to-year 
basis for the first time in four months in 
January, but then by only 0.1%. New 
passenger car registrations decreased 
19% in March from a year earlier. 

Second, housing construction is de- 
clining. New housing starts decreased 


I2J>% in February compared with a year 
ago, due mainly to narrowing profits on 
building rental housing in reaction to 
higher interest rates, and because more 
houses for sale remain unsold- Against 
this backdrop, It will be d ifficu lt tor 
housing construction to maintain the 
high levels of recent years. 

Third, corporate earnings are begin- 
ning to decline after two years of tight 
monetary policy. 

AJIwtnems in Domestic Economy 
Will Contfame 

The Japanese economy has begun 
showing signs of adjustment 

With regird to personal consumption. 
Increases in workers' bonuses may be 
somewhat less than in previous years 
because many companies are believed 
to have suffered a decline in earnings in 
the fiscal year just ended in March. How- 
ever, it can be concluded that the in- 
come situation remains favorable in 
light of the relatively good results pro- 
duced in the recent Labor-management 
wage negotiations.** But prices win like- 
ly remain pegged at high levels until the 
middle of this fiscal year because (1) 
labor costs will remain high reflecting 
the persistent labor shortage, and (2) 
companies will continue to pass higher 
costs, including higher interest pay- 
ments. on to product and service prices. 
Consumption is therefore expected to 
grow only moderately in real terms over 
the near term. 

The outlook for housing investment is 
also bleak. Construction costs, including 
labor expenses, are expected to con- 
tinue rising. New housing starts are ex- 
pected to decline, after haring exceeded 
high construction level of 1.6 million 
units for four consecutive years. 

Moreover, companies are now cutting 
back on their capital investment plans 
following the year-to-year real spending 
increase ofl2.5% posted in the October- 
December quarter last year. Growth in 
machinery and construction orders, 
leading barometers for capital invest- 
ment, is slowing down. According to 
various capital investment surveys, 


Japanese Economy Remains Firm, But.. 

I of finished, 


(1985=100) 
90 



1978 79 80 81 82 83 84 85 86 87 88 89 90 

Notes: 1. Shaded areas indtaale periods of recession. 

2. The producers’ inventory ratio of finished goods to sales 
and the capacity ufKzaflon rate are seasonally 
adjusted and indexed. 

Sources: Economic Planning Agency 

Ministry of International Trade and Industry 

Ministry of Labor 


companies foresee moderate spending 
increases of 1 to 5% for fiscal 1991 In 
nominal terms. Growth in plant and 
equipment investment should slow 
gradually, 

fa view of these factors, the Japanese 

economy is expected to move one step 
further into its correction phase. 


*The coincident intfcator of the composite 
index Is an Indexed combi na tion of Industrt- 
al production, department store sales and 
other aconomfc incficatora that are consid- 
ered to reflect currant economic activity. 

“Labor -management wage negoti a tions tor 
aft Industries appear to have resulted bn an 
average wage increase of around 5 J5% tfas 
year, compared to 5S4% in 1990. 
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Talk it over with DKB. 
The international bank 
that listens. 




We haw yeur interests at heart 

sf BAMCHI KAN0YD BANK 

IbkfftJopu 


The next DKB i—rfhly report will appear inn. 28. 
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AUSTRALIA AND 
MEW ZEALAND BANKING 
GROUP LIMITED 

Sterling Floating Rate Notes 

due 1997 

In accordence with the provisions of 
the Notes, notice Is hereby given that 

the rata of interest fat the period from 
22nd May, 1991 to 22nd August, 
1991 has been fixed at 11.6875 percent 
per annum. 

On 22nd August, 1991 interest of 
starting H7.30 per storting 5,000 

nominal amount of the Notes, and 
interest of starting 738.47 per starting 
26,000 nominal amount of ihe Notes, 
wiB be due against Coupon No. 27. 
Swiss Bank Corporation 
London 

Reference Agent 


BUSINESS 

SOFTWARE 

A selection of software 

packages to suit your 

business needs 
appears every 
Saturday in 
WEEKEND FT. 

Order your copy today. 


SUBSCRIBE TO THE FT 
TODAY 


Contact your nearest office: 
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Today’s volatile economic climate has seen new political and financial structures developing, 
fresh marke ts opening up, and legislation, and regulations changing throughout Europe. 

As national trade .and investment harriers fell, so European companies must decide their 
strategies for operating successfully in the new integrated market 

- In order to create opportunities oat of these changes, the need for an innovative, flexible 
corporate finance advisor to help you achieve your strategic objectives grows ever greater. 

. Which is" 1 where we can play a decisive role. 

1 Our local experience in virtually every European country, part of our established presence in 
over 50 countries worldwide,- together with pur global client base, enables os to offer Our European 
dienes a. wealth of expertise- 

At the same time, our specialist teams offer an in-depth understanding of industries such 


that allows us actively to approach companies with strategic M&A recommendations. 

These factors allow us to match the strengths of our products to the needs of our clients in 
every sector of corporate finance, from structured finance (including loan syndications and project 
finance), to cross-border acquisitions and tax-effective financing. 

In addition to advising clients, we can also provide underwriting capabilities in both capital 
and private markets through equity, mezzanine or senior debt financing. 

As well as applying complex structuring and financing techniques, thank < to our proven skills 
in risk management. / 

In short, we bring a combination of knowledge, skills and contacts to bear in offering a 
complete, proactive service - a service that’s already helping companies achieve their goals. 

It’s all part of our commitment to the new Europe. A commitment which explains why the 
deals with which we*ve been involved all bear the stamp of success. 
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Lloyds takes the bit 
between its teeth 


The bank is hoping to regain its throughbred image by 
cutting staff and selling assets. David Barchard reports 


I s Lloyds, the black horse 
hank, still the thorough- 
bred of the British bank- 
ing industry? 

A year ago such a question 
would have been unthinkable. 
For several years, Lloyds’ mes- 
sage to the market has been 
that although it is the smallest 
of the Big Four clearing banks 
In terms of assets, it is also the 
bank most clearly focused on 
the two goals of profitability 
and shareholder value. 

But in February, Lloyds' 
quality image was severely 
dented by a poor set of 1990 
results - though they 
attracted limited attention in 
the welter of even worse fig- 
ures from some competitors. 

Just over half of pre-tax prof- 
its of £59 lm came from a single 
subsidiary, Lloyds Abbey Life, 
the insurance group which it 
bought in 1988. By contrast, 
profits from UK retail banking, 
the area on which Lloyds has 
concentrated most of its atten- 
tion, slumped from £59 lm to 
£l68m. after a massive charge 
of £487m for bad debts. 

Almost equally embarrass- 
ingly, despite several years of 
aggressive cost cutting, Lloyds’ 
cost-income ratio for the group, 
excluding Lloyds Abbey Life, 
was estimated by analysts to 
have risen from 64.5 per cent to 
69.5 per cent, the third worst 
showing in the sector. 

Yet for several years, Lloyds 
has been pursuing clearly 
defined policies designed to 
pilot it through what it expects 
will be crisis years for the 
hanking sector in the 1990s. 

“We could see that things 
were going to get tougher in 
the sector,” says Brian Pitman; 
chief executive. “We believe 
that the strong will get stron- 
ger, and that the weakest will 
go to the walL If banks don't 
face up to realities, their sur- 
vival must be in doubt. Banks 
have got to generate enough 
profit both to service their divi- 
dend and for growth.” 

Pitman’s early years as chief 
executive at Lloyds - he took 
the halm in 1983 — came in a 
period when the hank had been 
battered by Third World debts. 
By making aggressive provi- 
sions for several years, Lloyds 
has whittled away a much 




Lloyds Bank 
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heavier debt burden than any 
other UK bank except Midland. 
But even after setting aside 
£3bn, Lloyds still has just 
under £lbn of unprovided 
Third World debt. 

In 1986 Lloyds foiled to take 
over Standard Chartered Bank. 
Since then Lloyds has been 
resigned to trying to be a 
smaller but nimbler entity 
than its competitors, concen- 
trating on core retail banking 
activities in the UK. 

True to his lights. Pitman 
has steadily sold off those 
activities which he regards as 
destroyers of value. “We sold 
business at a high premium, 
getting prices which would be 
diffic ult to repeat,” he says. 

The goal Is to raise return on 
equity by moving away from 
capital-intensive business, 
though Pitman says Lloyds is 
still interested in corporate 
business when it can make a 
good return. In pursuit of this 
strategy, the group has with- 
drawn from markets such as 
North America, Portugal, Bah- 
rain, and latterly some of its 
smaller operations in the Far 


East in China, Hong Kong and 
Singapore. 

When Lloyds pulled out of 
the Eurobond and gilt-edged 
securities markets in 1987 the 
hank suffered a strategic set- 
back, abandoning its hopes to 
build Lloyds Merchant Bank 
into the sort of Inve stment 
banking arm that BZW became 
for Barclays. 

Pitman recalls the taunts 
that Lloyds W2S Sailing hark on 
“Fortress UK" and was in 
effect turning itself into a glori- 
fied building society. But, he 

says the retreat had little effect 
on its relationship with corp- 
orate customers. 

At home, Lloyds - like all 
its main competitors - has 
closed brandies and cut staff 
to reduce its costs. It shed 4,000 
staff last year and plans to 
reduce its workforce by up to 
another 2,000 this year. Last 
year it moved its retail bank- 
ing headquarters out of Lon- 
don to Bristol, catting the cost 
per square foot of its premises 
from £50 to £20. 

“We are not going to see the 
income growth in the 1990s 
that we saw in the 1980s.’ So 
the important thing is getting 
the cost line down,” says Colin 
Wilke chief ffnanf-fa] officer. 

Throughout the 1980s, 
Lloyds proved to be the inno- 
vator par excellence in the UK 
retail hanking market, aggres- 


sively forcing the pace of 
change. Borrowing the idea 


change. Borrowing the idea 
from the US, it went into the 
estate agency business several 
years of the insurance 
companies. Black Horse, Its 
estate g ffmry chain now part 
of the Lloyds Abbey Life 
group, cut its teeth earlier than 
its competitors and suffered 
less badly in the hmming reces- 
sion as a result. Last year. 
Black Horse reported a £12.7m 
profit; it cut 77 outlets after a 
loss of S&Sm in 1989. 

In the credit card market 
Lloyds forced the break-up of 
the Access cartel by de-camp- 
ing to Visa, the rival payment 
system, and then forcing the 
large banks to compete to offer 
credit card services to retailers 
directly. In 1989 it was first to 
introduce an interest-bearing 
current account. 

The boldest, stroke of all was 



B. Chambers and Co. Limited 

(In Administrative Receivership) 


The Joint Administrative Receivers offer lor sale as a going concern 
the business and assets of B. Chambers and Co. Limited, a long 
established manufacturer of ladies and childrens’ lingerie and 
nightwear. 

Principal features include: 

■ Established 65 years with an excellent reputation in the nightwear 
industry, 

■ Broad customer base consisting principally of Independent and 
Chain Store Groups as well as Mail Order Distributors. Substantial 
order book. 

■ Centrally located in Nottingham, with making up unit in Rugeley. 

■ Skilled workforce. 

■ Turnover of approximately £1.8 million per annum. 

For further information contact the Joint Administrative Receiver, 

Ian Chisholm, KPMG Peat Marwick McLintock, St Nicholas House, 

31 Park Row, Nottingham, NG1 6FQ. 

Tel: 0602 483444 Fax 0602 483401. 




Peat Marwick Corporate Recovery 
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Sir Jeremy Moree (left) and Brian Pftnan: concentrating on core retail banking aettritie e 


file purchase of a 57 per cent 
stake in Abbey Life In e £Llbn 
merger. By winning the sup- 
port of Michael Hepher, Abbey 
Life's chief executive, Lloyds 
was able to avoid a full bid. 
Instead it threw in its own fife 
. assurance, estate agency, unit 
trust and insurance broking 
arms, and its finance house; 
Lloyds Bowmaker. 

The plan was to combine 
Lloyds Bank’s branch distribu- 
tion network and 6m customer 
base with Abbey’s experienced 
direct «iiMiinr^ l while in the 
longer term developing Lloyds’ 
Black Horse life subsidiary. 

In some quarters Hepher is 
now tipped as a possible suc- 
cessor to Pitman. But the ques- 
tion remains: without the 
Lloyds Abbey Life contribu- 
tion, how strong is Lloyds’ core 
hanking performance? 

CoHn Wilks, Lloyds' chief 
financial officer, says that ana- 
lysts’ attempts to strip ont 
Lloyds Abbey Life are mis- 
guided because the integration 
of the hawk and the insurance 
group is irrevocable. "There is 
no case for excluding the life 
assurance numbers from our 
cost/income ratio. < The underly- 
ing trend is going in the direc- 
tion we want It” 

Whatever one makes of this 
slightly disingenuous reply, 
th e fact remains that Lloyds’ 
hawking operations have tak^m 
some severe hits In the reces- 
sion - -the worst of which was 
the collapse of the Interna- 
tional Leisure Group to which 
Lloyds had l*»nt £8Qm. . 

At Lloyds' annual general 
iwaating this year. Sir Jeremy 
Morse, the chairman, told 
shareholders that it was the 
worst loss in real terms that 
the company had sustained 
since 1927. Wilks points out 


tiatt Lloyds took action early. 
“We got most of the provision- 
ing on 1LG done in 1990,” he 


Lloyds’ domestic bad debt 
provisions of £732m in 1990, up 
from £198m the previous year, 
are seen as a sign of strength 
by Wilks rather than a symp- 
tom of inferior asset quality. 

“As a bank we have always 
adopted the linethat we must 
be fully provided," be says. 
“We suspect that maybe we 
have gone over the top a hit 
this year with provisions.” 
Others suspect that Lloyds 
may have been too aggressive 
in lending to small and 

morUrrm sized fttwn panina |p Hip 

past two years. 

The hawk itaortf hftHevpf; that 

It is a jump ahead of its com- 
petitors. “Once we get over the 
hump an improved interest 
Twarg m fo in place. We eam« 
into the cycle earlier than the 
others in 1988 with high provi- 
sions. It may be that we will 
get out of it earlier too,” Wilks 
says. 

Resuming strong profits 
growth will be essential if 
Lloyds is to kero its pledge to 
shareholders of a sustained 
return on their investment 
with a strung dividend and a 
buoyant share price. 

pitman would like to see 
Lloyds earning a post-tax 
return of 18 per cent an share- 
holders* equity. That is gniwg 
to be f K Witwtit to achieve in tka 
frwTwwfigfa. future, hi 1990 the 
actual figure was 12.6 per cent 
and Sir Jeremy has warned 
that 1991 is unlikely to be 
wn fifth belter. In ti y** circum- 
stances, how modi longer will 
Lloyds - whose net assets 
have fallen by just under a 
fifth In the past four years 
w hile dividends have risen by 


over 90 per cent - be aide to 
sustain a dividend increase? 

“A large part of Lloyds’ 
fixture dividend paying ability 
is dependent on ubyfe 1 bank- 
ing operations, and the money 
is not there to the .extent that 
people think it is,” says Alison 
Deuchars, an analyst ' with 
Smith New Court -She adds: 
“But on balance we think that 
Lloyds will find a way to pay a 
substantial dividend in terms 
of sector.” 

Lloyds' dividend cover - the 
number of times the dividend 
will go into attributable earn- 
ings — baa fallen from four 
times four years ago, to 1.5 
times. In 1990 the dividend 
went up by 15 per emit, but it 
was largely paid for ont of 
sales of subsidiaries. 

“The disposals helped us out 
last year, there is no question 
about that But we were sensi- 
ble enough to sell things that 
were generating a profit to the 
main we are generating the 
cash we want,” Wilks says. 

He remains optimistic that 
the bank fo pulling afawi “If 
you look at the level at profits 
that NatWest and Barclays 
made in relatio n to the assets 
an their book, we were nearly 
twice as profitable as NatWest 
and well ahead of Barclays,” 
he says. 

On frhig reckoning, Pitman’s 
strategy of wm phnirigmp ' retail 
hawking fo yielding the hoped- 
for respite and the black horse 
is stin galloping ahead of the 
herd. But the next few years 
will show how long its stamina 
can be sustained and no busi- 
ness, not even a bank, can con- 
tinue nailing assets to pay divi- 
dends indefinitely. 
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were published on April 19, 29 
and May 15. 
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BUSINESSES FOR SALE 











Weston & Ross 
Limited 



The Joint A dminis trative 
Receivers Offer for sale 


(bi Administrative Receivership) 


The loint Administrative Receivers offer 
^ for sale on a going concern basis the 

business and assets of the above 
company which primarily supplies con- 
sumables and capital items to the nursing 
care industry. 

M Turnover for the year ended 31st 
Match 1991 - £2.6 million 
» Strong customer list 
m Three sites in South East England 

For further details please contact the loint 
Administrative Receivers, AR Bloom and ME Mills, 
Ernst & Young, Becket House. Lambeth Palace 
Road. London SE1 7EU. 


Tel: 071-928 2000, Ext 3781. Fax: 071-928 1345. 


s!l Ernst &Young 


4— tori — 4 by The button* a/OUrtamaAccmmtaats tm Enffat* 
— HMiacnxMi— aor—M. 


Hartlepool, Cleveland 

As a going concern the burinen and assets are offered. 
(^JBtyPipewrkServfcesLimitBd.aronTpan y spaciairinginthetebrica&xiarxt 
.retaSation of h*^» Integrity pipework systems for the nudes/; petrochemical, 
power generation and North Sea 03 Industries. - 
The main features and assets comprtse:- 

• An estabfished business and customer base , 

• A txxnprehenslra range ofreteted plant and equpment 

• QuaBy Assurance system to BSS75GPt2 

• DetNarake Veiftas approved 

• Nuclear Endustiy approval forbohCartxm and Stainless Steel Wock 

• SWBto vwxWorce axrertty retanad by the recavere 

• Computer aided product managemart system In operation 

• Latest accounts Indicate a turnover In excess of £5m. 

For tether details please contact; D M Middleton or G S Gokfe, Joint 
AdmMstiafive Receivers. CockGuSy. Hadrian House. HJghara Place. Newcasto 
qponTVne, NEt 8P8 Telephone 091 2305599, Fax 0B1 230 5993.Tetax887474 
or ID. Lester; Oialty Firework Services UmBad. CBResway. Hartlepool 
tetostrtal Estate, Harflepool, Cleveland TS24 ORE Tetephooe 0429 869511, 
Fax 0429 881860 


Cart Qdk h 8» dm at Coop— a u— 


Manufacturing Company 
•stabllstMd 1979. Uoyds 
D.O.T. and M.Q.D. approved. 

End product rang» of steel 
modular biddings for offshore. 
Local Authority and blue cWp 
domestic clients. 
Impeccable arack record. 
Expandng ftsnover and 
excellent profits. 

Write Box No: H8861 Financial 
Tim—. One Sbutf— rft Bridge. 
London SE1 SHL 


MIDLANDS 

based electrical 
contractors. T/O £1.8m. 
Good share of banking 
& retail sector. Veiy 
profitable. Genuine 
reason for sale. 

Write Box H8655, Financial 
Times, One Southwark Bridge, 
London SE1 9HL 


BUSINESS 
AND ASSETS 


Pizza Palace (Colchester) Ltd. 
T/A Sloppy Joe's 


Assets of the restaurant Known as Sloppy Joe's for sale os a 
going concern:-: 


Established High Street licensed restaurant and bar 


Ideal central location 


i Turnover circa £500,000 per annum 
' Compact well planned leasehold premises 


For tuither details please contact the 
Joint Administrative Receiver: 


Mr Vivian M Balrstaw FCA FI PA 


ROBSON RHODES 


1 86 Crty Rood, London EC1V2NU 
Telephone: 07 ? -25 1 T 644 Tetoe 885734 Fox: 07 1 -263 4629 

Aiiimiism Df ma Ircntuit oi OmoM Accouotoaif m EngUnaaM imb to car* an 
mtsfmcsi Bubuwsj 


Triman Limited 

Plastic Injection Moulding Business 


The business and assets of Tri man Limited are 
available for sale as a result of receivership. 

• Current annual turnover £5 million. 

• Major UK and Japanese customers. 

• Has designed and developed own manufactured 
products. 

• Leasehold premises, Tamworth, West Midlands, 
.45.000 sq.ft 

• Extensive fully micro- processed plant 

• 200 employees. 

• BS5750 and ISO 9001 approved. Operating full 
SPC control. 

Enquiries to: SRE Hancock, Joint 
Administrative Receiver, Price Waterhouse, Livery 
House, 169 Edmund Street Birmingham 63 2JB. 
Tel: 021-200 3000. Fax: 021-200 2902. 


Rice Hhierhouse # 


CORNWALL 

MANUFACTURING AND DISTRIBUTION COMPANY 

CONCRETE AND BUILDING MATERIALS 

• UP TO DATE STATIC AND • i960 T/O El 5ML 


MOBILE PLANT 
MANY FACETED 
FAMILY BUSINESS 
DEVELOPMENT AREA 
EXCELLENT GOODWILL AND 
POTENTIAL 


* 1900 T/O El AML 

* 2 ACRES FREEHOLD IDEAL 
LOCATION 

* BUILDINGS AND WORKS 

* MODERN FLEET 
SPECIALISED 
H.G.V.’b 


FOR SALE: - E1.2M 


Principals contact 

M. A. Ashton Esq.. Hancock and Lemanca, 
SoBchors, Quay St. Ton. Comma 


of solvent and insolvent 
companies for sale. 
Buraks and Asset* Tel 071 
262 1 164. (Moo - Fri). 


FOR SALE 

A small photographic 
laboratory in W.C.1. 
Turnover £200,000 p.a. 
All enquiries. 


US/FIorida 


Pub with real estate for sale. 
Profitable $700,000 Write: 
P.O. Box 11028. 

St Petersburg, 

FL 33733 USA 


FOR 



CIRCUMSTANCES BEYOND OUR CONTROL 
(AGE AND ILLNESS!) 

Force consideration of OUrtright purchase or merger. 
Progressive south coast leisure company. 
Restaurant vessels catering tor tourist and 
corporate entertainment 
Assets K£90Q, turnover K£700. plus. 

Write in confidence to Box H8662, Financial Times, 
One Southwark Bridge, London SE1 SHL 


GERMANY - FOR SALE - 
BUY A PROFITABLE TRADE FIRM 


for electronic components, located in Stuttgart area, 


annual turn over 10 mio. DM, very good order 
situation (20% growth), top staff with high job 
competence. Business premises and warehouse on 
long term base assured by good contract conditions, 
long lasting partnership with solid customers and 
reliable suppliers. 

Write Box H8681, Financial Times, 

One Southwark Bridge, LONDON. SE1 9HL 


FREEHOLD RESTAURANT 
Promenade Blackpool 

Business and assets offered by Joint Ad minist rative Recovers 
• 170 Covex a la cane restaurant 
■ Annual t urn o v er c. COOK 
For further details contact 

SJ4. Quinn or M.C Bowfccr 1 1^1 ^fL) 

BDO Binder Hamlyn, 52 Brown Street I piMhcn 

Manchester M2 2AU Telephone 061 831 7121 I P 1 ! 

Fax 061 833 0669 DX 18567 Manchester 1 HAMLYN 


Chartered Ac c n a u tan t $ 


Authorised by the Inslusu of Chartered Accountant ia England 
and Woles to carry on investment business. 


Tuesdays, Saturdays and 
now FRIDAYS 


For further information 
please contact 

Gavin Bishop on 071-8734780 


Melanie Miles on 071-873 3308 
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imism at Canary Wharf 


By Vanessa Houlder 

T he morning mint that occa- t 
sionally shrouds the 800ft 
tower' at Canary Wharf la an t 
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T he morning, ww. that o cca - 
sionally shrouds the 800ft 
tower' at Canary Wharf is an ' 
apt symbol of the confusion about 
the future of the £4bn project. 

Rumours constantly circulate 
concerning the development's 
fi n a n ces, the terms of its leases, the 
deals being negotiated end the time 
it will fafcp to build and let <»<* 
phase of Its 10m sq ft 
These rumours rxmp to a fraari 
this week when it was suggested in 
the press that the slump In the Lon- 
don property market had forced 
Olympia ft York to halt work on the 
next phases of the protect. 

. The unprecedented amount of 
suzphis office space in Central Lon- 
don faffing Tpnta (which are as 
low as £10 per sq ft cm the Me of 
Dogs and £45 In the City for top 
quality space) gave- some plausibil- 
ity to the story. Even if Canary' 
Wharf is charging ah equivalent of 
£20 a square foot after concessions, 
as rumour has it, its rawipH i Hiivu ; 
advantage against the City has been 
eroded. Moreover, many would-be 
tenants are finding it difficult to 
dispose of their old leases — and 
O&Y is only prepared to take on 


these old leases if the sums add up. 

The developer emphatically 
denies the story. Phase 3 is likely to 
start construction next summer, 
says Mr Michael Dennis, who is in 
charge of O&Y’s London operation. 
(As some £5Gm has already been 
spent on excavation and laying 
foundations of phase 3 and phase 4, 
the timing Is not dictated by the 
expiry of the Enterprise Zone status 
of the Me of Dogs.) 

However, be does not rule out a 
slippage of a few months. “The 
intention is to get ahead in that 
period, but we will see how we go 
an the marketing. You don't make a 
decision before you have to.” 

So for, only li f t i ng rfpnl that 
has come to tight concerns Still 
Price Llntas. an advertising agency 
which iri gwaH up hi mid- April. 

Mr Dennis fe not downhearted. 
He still reckons that Canary Wharf 
should let another 600,000 to 700,000 
sq ft by the end of the year. Negoti- 
ations are taking place with compa- 
nies involved in advertising, mar- 
keting, law. publishing, oil and gas 
and insurance. O&Y is also trying 
to persuade the Department of the 
Environment to move to Canary 
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Wharf. 

Olympia & York's intention to 
press ahead is a disappointment to 
other London landlords, whose own 
fortunes would, be helped enor- 
mously by a reduction in the space 
coming on to the market Instead, 
they have to Call back on the argu- 
ment that Canary Wharf is unsuit- 
able for tenants because it is out of 
reach of central London. 

This characterisation bears no 
resemblance to O&Y’s own percep- 
tion of Canary Wharf, which It sees 
as modem rival for office headquar- 
ters to the West End and the City. 

Nonetheless, O&Y has to per- 
suade tenants about its accessibility 
to the centre. Public transport, 
which Han been Its Achilles mm, Is 
being improved by more investment 
in the rivertus and the Docklands 
light Railway, famimUnff its exten- 
sion to Bank. 

O&Y also has to overcome peo- 
ples 1 attachment to traditional loca- 
tions. The tendency of simitar busi- 
nesses to cluster along with their 
customers and suppliers has created 
invisible ties linking industries to 
particular parts of London. 

These ties may have been eroded 
during the 1980s, when technolog- 
ical change and the restrictions in 
the central London property market 
caused companies to go beyond tra- 
ditional boundaries in their search 
for targe, modern buildings. “Lon- 
don's property market is breaking 
from its past,” said Salomons, the 
US investment house, In a study 
last summer. “The prope r ty adage 


of location, location, location has 
now become product, product, prod- 
uct,” it says. 

This argument Is supported by 
the way services compa- 

nies spilled out of the City into 
places as far as Victoria and 


Hie banks’ traditional argument 
that "proximity to the Bank of 
England is of paramount impor- 
tance” (the City Corporation, 
November 1984) was overturned in 
1985, when the Governor of the 
Rank of En gland gaid in his Wan- 

sion House speech: "perhaps the 
shift . . .from personal to electron ic 
nrwmn^ipfcqttnn has altered the bal- 
ance of thft argument”. 

If the advent of electronic com- 
munication mw|t> B companies 
are prepared to sacrifice face-to-face 
contact, it amounts to a complete 
reversal of the rules about the evo- 
lution of London. Traditionally, 
London has pushed out its bound- 
aries gradually. “No one makes 
giant steps for mankind in prop- 
erty," says Stuart Lip ton, the 
founder of Stanhope Properties. 

The remoteness of Canary Wharf 
- separated from the City by large 
tracts of brutallst housing estates — 
may perhaps have parallels with 
Conrimmfaii centres like la Defense 
in Paris, but It contrasts sharply 
with previous (and highly success- 
ful! att em pts to London and 

Sir YbriL O&YsWoiid Financial 
Centre in New York is three min- 
utes walk from Wall Street and 
Stanhope's Broadgate is walking 





Bird’s eye view of the project 'Why does B need 


quits so high?* wondered the Prince of Woles 


distance from Ranlr of Rn glanil. 

The tact that nearly all Canary 
Wharfs tenants are North Ameri- 
can has prompted speculation that 
UK companies are particularly con- 
servative about their choice of loca- 
tion. Implicit in this argument is a 
suspicion that Dockland developers 
such as O&Y have suffered because 
they are not part of the UK property 
establishment Mr Robert TasseH, 
managing director of the Swedish- 
owned NCC which is building a 


business park in the Docklands, 
believes that its task would be 
aaater if it were British 

“Had it been MEPC [the develop- 
ers and investors] doing Canary 
Wharf, then the perception would 
have been quite different. People 
would not nave questioned their 
Judgment” he says. 

From the outset Canary Wharfs 
architecture (by Cesar Pelll and 
SKM) has had detractors ("an awful 
great Stalinist block", said Ken 


Livingstone. "Why does it need to 
be quite so high?" queried the 
Prince of Wales). 

As the buildings materialise, they 
are winning more tans. The details, 
the quality of the materials, the 
careful layout and the imaginative 
landscaping are impressive. On a 
sunny day, a visitor making the 10- 
minute trip by the Docklands Light 
Railway may find the glittering 
expanse of Canary Wharf a stun- 
ning climax to the journey. 
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LONDON \\ I 

N I i W AIR CONDITION!-;!) ()l I ICLS 
5.545- i t .720 sq.ft. 

SI I AROLNI) AN A I TRACI id 
COURTYARD 

(;l:mlR()i s i kti ing h ums 

NO VAT 

1MMI.DIA I K OCCUPATION 

Mi l l ) RSI! & 1IAKDINC III MiY DAVIS R COMPANY 

071-499 0866 071-499 6050 
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021-256 9331 
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PASSIVE INVESTOR 
REQUIRED FOR A 
XJEISURE/FROPERTY 
INVESTMENT 

to developing Central 
London location. Capital 
; required: £100,000. . 
Beneficial tax advantages. 

Write to Bn A395, Financial Tunes, 
Ona Somtnrark Bridge, 
London SE1 SHI- 


NORTH 

STAFFS 

Office block for sole (doe to 
rctiremoit). Georgian building 
recently restored and fully for- 
mated. Over £20,000 rent pa. 
gaacanmcd. Only £159,000 free- 
hold. Low interest mortgage 
available. 

Phone (0538) 399874 or FAX 
(0538) 399869 for brochure. 


W1 BRIGHT 
OFFICES 

1710 SQ FT (Diviable) 
Approx £26 PSF 

071 629 6604 REF: SMF. 
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TIONAL PROPERTY 


PORTUGAL - ALGARVE 

Urban development of 25 acres for SALE. 
Building permission for 41 lots is guaranteed. 
Unique site on the hill-slope overlooking the coast 
of FARO. Rare opportunity for developers or 
investors since Portuguese law changed recently. 

Write Ban M396, Randal line* 

Om SanOwide Bridg^lmdai SEl 9HL 


Office f j dftfan or office ipnoe n o nd d n od 
with fcp atte oc u t fully cecvtcnd to mt in 
prime loesdm fa ■ vfflifaCahito 
(OttKiwO. n rhiri ng pool. Idwrew. . 
bmi y AH pmil jittlrf caa 

be d b cnaaad. 


MAYFAIR W1 

Offim To Lei 
Oriy CO per ^ fL. 

700 eq ft 

A MELLERSH- 
& HARDING 
071-499 0888 
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COMMERCIAL 

PROPERTV 


Appears every Friday in 
‘ the 

FinanciatUffies. . 
For. advertising 
information, please cat) 

Edward Batt 
071 B73 4196 
Peter SfekH: 
071873 3284 ' 


ReoMerad numowr: 2340017 

Nature at business: Country dob 

Tirade ctasslOcstlan: 43 

Oats ct afvetatment el |elni edsitnlsnilva 

r eceiver s . 10 iiey 1091 

Name el parson supokidna Hm Joint admlnta- 

irsttva recetwanK Fbst Nadonsi C o trsnot cia l 

JOHN FREDERICK POWELL and DAVID ROB- 
EBT WLTON 


(OOce holder noa 249 and SSQ. 

Codv Quay, 43 Temple rm. armlnghem, 93 

fijr. . . . 
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INVESTMENT 
In Portugal 



GROSVENOR 

ESTATE 


A MAGNIFICENT 
MAYFAIR BUILDING 



FOR SALE 

25,000 sq ft gross approx 

For Use As A 

CORPORATE HEADQUARTERS 
PRIVATE RESIDENCE or PRIVATE CLUB 
Contact: Liell Franck lin/M ike MacKeith 






071-499 8644 

20 Upuvnur Hill, Limdtm Vt'IX PHQ 


AZORES 


TWO LUXURY 
HOTELS 


The “Bahia .Palace” and the "Monte Palace” are 
owned by Indfistria Aforeana Turlsrica Hoteleira, and 
the majority of its registered capital is owned by BANCO 
PINTO & SOTTO MAYOR and BANCO NACIONAL 
ULTRAMARXNO. 

Invest in two luxury hotels with modern and sophis- 
ticated equipment on the S. Miguel Island, Azores. 

For precise and personalized information about the sale 
conditions of these two hotel units, contact BANCO PINTO 
& SOTTO MAYOR, Av. Fontes Pereira de Melo, 7 - 
1000 Lisbon, or BANCO NACIONAL ULTRAMARINO, 
Av. 5 de Outubro, 175- - 1000 Lisbon, Portugal. 



mace 


RICHMOND - 
UPON-THAMES 




OFFICE BUILDING 
4600 SQ, FT. 

FOE SALE/TO LET 

ALL AMENITIES 

EXCELLENT CAR 
PARKING FACILITIES 

CONTACT: 081-838 1777 
REF: DGK/l 


EUROLINK COMMERCIAL CENTRE 
BONHAM DRIVE • SITONGBOURNE - KENT 

UNBEATABLE VALUE 
FROM ONLY £2J)0 PER SQ FOOT 

FOUR BRAND NEW WAREHOUSE/INDUSTRIAL UNITS TO LET 
OR FOR SALE FREEHOLD 
UNITS FROM 3,666 SQJFT. - 18^00 SQJ5T. 

For further information or appointment to view 
please contact the joint sole agents: 


Perry Greenblatt 

971 620 0393 


vnte zPalace 





ENTERPRISE ZONE 


OPPORTUNITY 

• 100% CAPTTAl AUOWANCCS 

• NXVS3UAL OFFICE BU1D94GS M EL, 
CLOSE TO Al & hCTHOCENTRE 

• WGHDfWEmcetT INVESTMENT 

Cortot 

Chesterton gtm 


opwt br •« to—r "d S N«4in 


John P. Cowie 

0795 427155 


LONDON'S MOST 
PRESTIGIOUS 
SERVICED OFFICES 


DbtliguMwd IteyWr Addme 
Custon PMtod Famtohhgt 
Immadlate anflabtey 
Fmm (uly hdwlM at Saoteutad 
Aaalmnea. Boardroom tariM— . 
Coramuntetotana a al BUMng Sanfaaa. 

Dwa is m oompateon. 


Tel: 071 491 1098 
Fax: 071 491 2483 


CLUBS 




AUTHORS Your bMK puWWWt OaWteEK- 
■ eaUbur rraaa at Landon.13 KnWHBbrfclpa 
Crate, London, SW1X7QL. 


WASHINGTON DC 

Super buys or Investments 
for prime reel estate In the 
metropolitan Washington DC 
market . 

Contact: Marlin Turk - 
• Fax number In USA: * 
703 5328841 


CALIFORNIA FARMLAND 
Offering return of op to SH phA 
appreciation. Parcel* from 300 id 
4,000. S100.000 minimum oaab 
down. We ore foreign favMUMM 
■peolaueta With is y*ara experi- 
ence. Meat ua Ki London May 22-28 
ortnffarieJunet- 12 . 

*Noua Parlona Francato" 

MBF LANDS REAL ESTATE 

«a ets gennw «e anaase (usj 


GREECE 

For sale in centre ancient 
Olympia 96 rm 200 bed 
modern hotel fully 
operational. 

Apply Mn Hdea ScTertls, 
Telex 372 ITO DENI GR 
Td Eve hn 30 I S077S6S 


FOR SALE 
BURNLEY TOWN 
CENTRE 
FREEHOLD 


»j oi lit) w i wen i 


SITE 
y« ACRE 

Commential leisure RetaQ 
Potential:- Close to 
market square and aU 
major outlets 

For farther details 

COPHOi 

A ANTHONY ASSOCIATES 
TcL* 051 326 4008 Fn: 051 526 1673 


OFFICE 

PROPERTY 

The FT proposes to publish this survey on 

June 14th 1991. 

ft will be of special interest to the 87% of 
European Chief Executives, Chairman, 
Presidents, Managing Directors or Board 
Directors whose main responsibility is 
premises/property management who are al! 
regular FT readers. If you wish to reach this 
important audience, call Peter Shield on 
071-873 3284 or fax on 071-873 3064. 
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TECHNOLOGY 


Della Bradshaw explains how to stop a computer 
development project from running out of control 



Percentage off 
'> computer projects 
• in the UK that 
; run out of control 


Size of 

development budget * 

£50,000- Over : 

£249,000 £0-5m \ 

Under B0-25m- - . 

£50,000 £0JS0m -\\ 

, 55% 62% 62% 70% '0 

— Soiacg KPMG POW Marwtet ' 


In pursuit of an 
untamed beast 


I t became apparent to the 
Foreign Office in London 
in September 1988 that 
the company involved in 
developing its office automa- 
tion system was running into 
problems. When the depart- 
ment realised that the com- 
pany was not able to complete 
the project in a reasonable 
timescale it decided to stop the 
project altogether. 

Fortunately for the taxpayer, 
the Foreign Office got more 
than half of the £3m p*jrf to 
the contractor imdc But all the 
department got for its money 
was a two-year maintenance 
contract, documentation and 
some small pieces of software 
- not the powerful Folios (For- 
eign Office London Integrated 
Office System) software which 
was intended to distribute 
information around the whole 
department. 

Such a situation is all too 
common, both in government 
and the commercial sector. 
Numerous computer projects 
run over budget, over time- 
scale and, once installed , fail to 
perform the task for which 
they were intended. 

The problems of government 
departments are the ones most 
widely publicised, because they 
are obliged to come clean on 
their computer blunders. Not 
surprisingly, commercial 
organisations almost invari- 
ably try to cover up embarrass- 
ments of this type, making the 
scale of the problems difficult 
to assess accurately. 

Bat according to a survey 
carried out by KPMG Peat Mar- 
wick 62 per cent of UK compa- 
nies have experienced a “run- 
away" computer system - the 
phrase coined by KPMG for 
computer projects that get out 
of control. The larger the proj- 
ect the greater the chance of it 
turning into a “runaway", 
according to the report: pro- 
jects with a development bud- 
get of less than £50,000 had a 55 
per cent chance of running out 
of control, while those with a 
budget of more than £500,000 
faced a 70 per cent chance. 

Anecdotal evidence from 
lawyers and consultants work- 
ing in the field backs up such 
figures. “We have been 
involved in a number of situa- 
tions over the years where peo- 
ple have clearly not been get- 
ting value out of their IT 
investments." says Trevor 
Cook, of the computer and 
electronics group of Bird & 
Bird, the London solicitors. 
“Naturally they will have kept 
this quiet from the outside 
world. Some of them may have 
even kept it quiet from senior 
management” 

The loss is more than just 
monetary. If the system is 


planned to give the company a 
dear strategic advantage over 
its competitors its 1 failure can 
result in the company losing 
market share. At the same 
time huge amounts of money 
are still being thrown into the 
data processing department or 
software house to try to rectify 
the situation. 

Steve Lamer, a consultant 
who specialises in computer 
disputes, believes it is the pres- 
sure put on potential custom- 
ers by computer salespeople - 
many of whom over-exaggerate 
the attributes of their systems 
and underestimate the inher- 
ent difficulties in implementa- 
tion - which leads to inade- 
quate systems. 

Others, such as Martin Lan- 
gham, manager of systems 
management at the Butler Cox 
consultancy, take a more chari- 
table view. “As a basic princi- 
ple it is impossible to accu- 
rately define at the beginning 
how long a project will take,” 
says Langham. “People tend to 
underestimate because they 
leave things out” 

Whatever the reasons, the 
problems are rarely technical, 
says Morag Macdonald of Bird 
& Bird. “Users just don't 
understand that there are 
three elements to computer 
systems - hardware, software 
and human beings; it's the 
human beings who are wrong 
most of the time.” 

“The most common thing to 
go wrong is that the person 


buying the system does not 
properly understand the 
requirements and how the sys- 
tem is to be used,” says Lamer. 
“That is the situation for 90 per 
cent of computer disputes." 

Lamer believes many com- 
pany directors, especially in 
small or growing businesses, 
are addicted to “magic box 
baying”, as he calls it. “They 
want a box that makes then- 
company work," he says, and 
after that just buzy their heads 
in the sand. 


‘The most common 
thing to go wrong 
is that the person 
buying the system 
does not properly 
understand the 
requirements 


As well as top management 
participation there should also 
be strong involvement from 
users in the definition and 
development, says Gordon 
Mousinho, the partner in 
charge of runaway systems 
management practice at con- 
sultants KPMG Peat Marwick 
McLintock. “It should be user 
ownership with IT involve- 
ment. The IT department 
should be seen as a supplier,” 
he says. 

One way of preventing com- 


panies from getting into the 
situation in the first place is to 
draw up a legal contract 
between the company and its 
supplier. “It helps them cut 
away some of the over-optimis- 
tic thinking ," Larner Bays, 
makgft them focus their mimic 
on what they really want out 
of a system. “It can be as good 
as a cold bath for the MD!” 

Such a contract should build 
in cut-off dates by which cer- 
tain parts of the project should 
be completed, says Cook. It 
should also outline the biggest 
risks, and identify who is 
responsible if things go wrong. 
And it should specify the per- 
formance of the system when 
complete, and the response 
times for certain programs. 

The contract should be seen 
as a working document says 
Cook, which can be referred to 
throughout the lifetime of the 
project In the worst event It 
can enable the customer to sue 
if things go wrong. 

Several management tech- 
niques could also be imple- 
mented in order to prevent 

such a dilemma oCCUring: 

• Break the project down into 
several small pieces of work, 
which can be implemented in 
stages and closely managed, 
says Langham. Each stage 
should last six to nine months. 

• Carry out risk analysis 
before the project starts in 
order to analyse the risks to 
the business. 

• Use computer prototyping 


before the project begins and 
project management software 
from the outset. Follow a strict 
methodology. 

• Do not be too optimistic 
about the use of Case (comput- 
er-aided software engineering) 
even though they can save 
time. 

For those companies that are 
already involved in a project it 
can be difficult to spot the first 
signs of trouble. The larger the 
company, the more vulnerable 
it can be as it takes longer for 
the problem to percolate up 
through successive manage- 
ment layers, enabling toe proj- 
ect to develop a life of Its own 
before any senior manager 
notices. 

One telling sign, says Lan- 
gham, is when the project lead- 
ers claim the system will go 
live imminently - what he 
calls the “real soon now” or 
"99 per cent there" syndrome. 
He argues that the easiest way 
to spot a problem is by calcu- 
lating how much manpower 
has been expended on the work 
over the original estimate, 
rather than simply looking at 
how late the project is. 

Other indicators could be a 
growing number of complaints 
from users, staff morale at a 
low ebb and the postponement 
of other projects to concentrate 
staff in the problem area. 

For smaller companies, says 
Lamer, the time when the first 
test results of the system are 
produced is often the moment 
when managing directors real- 
ise they can no longer keep 
there heads buried in the sand. 
“If they’ve got It wrong there’s 
a magic moment when they 
say This isn't what we're get- 
ting, Is it?” 

For Chose already well down 
the track of a problem s y stem 
the options are stark: keep 
throwing good money after 
bad; salvage what can he res- 
cued from the project; or termi- 
nate the project completely. 

Not surprisingly, many con- 
sultants believe that they 
should be called in to help 
make an objective decision. 
But as Langham point out: 
Tve never seen a project man- 
ager suggest his or her project 
should be killed!” 

They might suggest starting 
the project from scratch 
employing management con- 
trol and the latest techniques, 
such as Case, which could help 
to cut back the software deliv- 
ery times. In certain cases Lan- 
gham even advocates setting 
np a dedicated team with the 
latest software tools to over- 
take the languishing project. 

For many, such as the UK 
Foreign Office, calling a halt, 
although drastic, may prove 
the least expensive solution. 



WORTH 

WATCHING 

by Della Bradshaw 


Zooming in on 
the perfect pie 

ONE headache for Bm holiday 
photographer Is trying to take 
a snap of a moving target 
while keepin g H fan locum. 

Minolta, the Japanese cam- 
era company, boflavas It has 
ov er c om e the problem wHi 
a compact camera which 
incorporates a zoom tom with 
automatic focus. 

The lens st ar ts to focus on 
die object hi the frame as 
soon as the user looks 
through the viewfinder. H a 
person in the frame Is moving 
tow a r ds Ora camera then the 
lens aut oma tically adjusts 
to ensure fliat he or she 
remains In focus. 

The autofocus works by 
using an infra-red sensor 
located lust be l ow the eye- - 
piece. Once activ a ted, the 
sensor measures the distance 
between the camera and Hie 
subject and sets tiw focal 
length according ly . 

Voted the co mpa c t camera 
of the year In the INC by 
"Amateur Photography” mag- 
azine, Am Rlva Zoom 1051 
costs £190. 


The final word 

on fraudsters 

THE drawbacks with most Mo- 
metric security devices — . 
such as ftngeiprfnts or retina 
scanners — are that they are 
un pleasant to use and the 
prints can be c op i ed, enabling 
the would-be fraudster to 
crack the system. 

But Zetetic, of Nottingham, 
believes It has over co me 
these problems wRh a voice 
recognition system which to 
pleasant and sfanpla to use. 

To set up the 232000 voice 
recognition system, each user 
records a Rstof 25 words, 
the pron un c ia tion of wh i ch 
Is analysed using five rfiftor- 
ent voice parameters. Whan 
entering the bu tiding tire user 


enters a personal tdmtfflca- . 
tfon num ber and then .repasts : 
flve words which ap pe ar on 
tiro liquid crystal display In 
a random order. These are 
chedrad again* the original - 
voice print. There are 375JMQ ■ 
combi na tions of the words, 
making a recording of the 
correct combi na tion almost 
Impossible. 

Aversion of the system 
is also av ailabl e to provent 
unauthorised access to com- 
puter networks. 

The link between 
food and d jeoaoo 

CERTAIN foods are good for 
you, but which ones can pre- 
vent illnesses? 

A fhrs year research pro- 
gramma has just started in 
the US to Isolate foods wtrich 
can prevent cancer. The -pro- 
gramme, un der tak en by 
Arthur D Utile, of Cambridge 
M assa ch us e tts , and tended 
by tire National Cancer Insti- 
tute’s diet and cancer br an ch, 
wtH be the tlrst to look el fee 
re la ti onsh ip betw een food 
and cancer prevention. . '- 

The initial aim of the 
researchers wfll be to damoiK 
strata that ptiytochamlcate, 
which occur naturally fan some 
foods, can MiMt the growth 
of cancer. The second stage 
wtU be to calculate which 
foods, In what amounts and 
which combinations, can bo 
the most affective. Pre-cllnlcal 
and cflMcal trials In animals 
and humans wfll ttien be con- 
ducted. 

The Anal stage wfll be to 
develop palatable dishes 
combining the effective foods 
- such possttifliHea include 
a combination of liquorice . 
and garlic. 


Hungary aims for 
a slice of CD pie 

COMPACT disc technology 
is being used Inc reas i ngly ' 
In education and tratatag, bid 
for many smaller companies 
and educational sstsbBsli- ' 
merits prortocing tiralr own 
discs can be expans i ve. 

A Hungarian organisation, 
through Its nswty formed sta- 
tus as a state own a d com- 
pany, hopes to target this 
market by pubBsMng CDs for 
ove rs e as comps (ties and rad-' 
vorafttoa. Tudorg, of Buda- 
pest, believes It can carry out 
the service for 00—70 par 
cent of Hie price of companies 
hi the UK or Renee. 

Tudorg, which Is repre- 
sented In the UK by F oss e wa y 
Trading, of Gloucestershire, 
compiles Bra Information and 


then sends It to Philips In tire . 
N a tira rtenda to produce the > 
master disc. The Hungarian 
company than prints, the dlacs 
.to Budape st. ■ .7 • 

Tioxfde takes 
to the sun - 

A COMPANY specialising to 
the production of white p*g- 
nwntsfor tiie ptaStic Indus- 
tries has tatiored Ora same . 
chemicals io act aa e suop 
screen far uaa to cosmetics. 

Ttaxkls Chemicals, booght 
by iCI teat December, baa • 
deve lo ped e version of tfta- . 
town dknddo which, ft says, 
can Mock-out both UVA mid 
UVB- tight — which b etw e en 
them ca n causa banting and- - 
afcto dis e as e. 

TUsnhnn dknddo Is widely 
used to produce tiw wtrtte 
colour to plastic baths end 
has often bean seen daubed, 
on tire faces of cric k e te r s and 
! other sportsmen hi hot.cH- .• 
mates where the pigm ent is . 
used to prevent sunburn. . 
j .. To produce the su ns c r ee n 
TtoveU, Tkndde Iras ground 
down tira material kite an 
I ulira-ftoe powder so first B. 
does m* reflect vteflMe tight, 
and .so is InvMbls on tire 
skin The company betieves 
■ I will find a ready market to 
m o lstu r la s rs , lipsticks and 
ottlercosmatlcs—soineof - 
tire fastest growi ng areas of 
tira sunscreen business. . 


Miniature lettuce 
onthemenu 

THE single gourmet could 
soon be In for_a treat Scion- : 
lists to Catiforrtia have devel- 
oped s mlnMettoce which is 
just enough for one portion.. . 

The slze of a tennis ball, 
the perfectly formed rntohrturo 
Iceberg s were deve l oped at 
tire US De partm ent of Agrlcrti- 
ture*s r es e arch station at SaH- 

fill , m ,, -~.es - 

nss. BcmiKitift UMfw Marta . 
a lettuce gens critical to a. . 
natural gro wt h hormone . 

sa ■ s-s- — —— Sev — a_ - - 

duiga gooDfiromn wo vuvuv 

up wtthtfte srtiMe morsels. . 

The Safinas scientists will 
he provhflng samples to eoerf. 
c om pa nies ffrim winter, which 
should meauftiw mini Isfiucse . 
wfflbata the supermarket 
by spring . t993u Tlw taste and 
texture, fiiey say; to as good 
as tira foti-stzed equivalent ; 


Contacts; Mine Its: Japan. 08271 2251: 
UK, OBOB 21121T. Zatalic: UK* 0802 
228602. Arthur O Little: US, «17 081 
8BML tedara: Hungary. 1 1339117..' 
Foam say Tragay UK. 0451 31593. 
IknfdeCfiamlcalKlJK, 06(2370300. 
US Daparfmantcf AgrtcuRurs: US, 
403785280a ' 


This advertisement appears as a matter of record only 


■■Continental Merchant Bank 
I Nigeria Limited 

ASSET TRADING AND DEBT CONVERSION 

In 1988,1989 and 1990, CMB's Asset Trading and Debt Conversion Unit closed 
transactions for various institutions including multinationals and financial 
institutions worldwide. The Asset Trading and Debt Conversion transactions 
spanned purchases, sales and conversion of US Dollar - denominated Nigerian 
Promissory Notes as well as Restructured/ Refinanced Debts. 


Volume of transactions 

• 1 988 - over US$ 50,000,000.00 

• 1989 - over US$ 101,000,000.00 

• 1990 - over US$ 200,000,000.00 

for more information on how you can make CMB's expertise work for you , please call: 


Lagos 


■ S. O. Obla - General Manager, Capital 

Markets & Investments Division 01 -0059 1 7 

P.E. Ente - Manager. Advisory Services 01 -684390 


S.A. Idris 


Kano 

Port Harcourt 

Kaduna 

Jos 

Onitsha 


01-684390 

064-621325,621226 
084-334474 
062-21 5661 ,243207 
073-56479,56490 
046-214712,213516 


Continental Merchant Bank Nigeria Limited 

The Innovative and. Efficient Merchant Bank 
One Kingsway Road, RcoyL P-M.B. 12035, Lagos, Nigeria. 
Fax:01-6 84311 Telex: 21585. 23700 Contbk NG 
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Underwriters will be represented 
in insurance claim 


BANK OF AMERICA 
NATIONAL TRUST AND 
SAVINGS ASSOCIATION v 
TAYLOR 

Queen's Bench Division: Mr 

Justice Walter May 10 1991 

THE COURT has power to 
appoint representative under- 
writers to defend an action 
which originated against one 
underwriter only in respect of 
his proportion of risk under a 
policy which has no leading 
underwriter clause binding all 
underwriters to settled claims, 
if the other underwriters have 
the same interest In the pro- 
ceedings in that they all sub- 
scribed to and have a common 
defence under physically sepa- 
rate policies on the same 
terms and bearing the same 
number. And the court will 
exercise that power in the 
absence of agreement by the 
underwriters to be bound for 
their proportion of the costs of 
the proceedings, if there Is a 
serious risk that the original 
defendant might become liable 
for 100 per emit of the costs. 

Mr Justice Waller so held 
when granting an application 
by the plaintiff, frhn Ranlr of 
America National Trust and 
Savings Association (Bantsa), 
for orders appointing represen- 
tative underwriters to defend 
its Insurance claim in addition 
to Hw original defendant, Mr 
John Joseph Taylor. 

HIS LORDSHIP said that the 
owners of the vessel Kyrlaki 
took out hull and machinery 
insurance from December 31 
1984 to September 25 1985. 
Bantsa alleged it was the 
assignee of all (he policies. 

The policies had the same 
policy number, but different 
policies were issued. 

A Lloyd's marine policy 
insured 48.76 per cent of 88 per 
cent. An Institute of London 
Underwriters Companies’ 
Marine Policy insured 4SL53 per 
cent of 88 per cent. Policies 
issued by individual companies 
insured 1.13 per cent, 0.68 per 
cent and 0.45 per cent of the 88 
per cent 

Those policies were pro- 
duced in itm bundle of docu- 
ments and the subscribers 
were Identified. 

In relation to the remaining 
12 per cent, Bantsa asserted 
issuance of certain policies by 
Individual companies including 
Abu Dhabi National Ins Co 
(Adnic) for 2 per cent, and Ara- 
bian Seas Co Ltd for 3 per cent 


Of those policies the only one 
produced was a policy sub- 
scribed to by Adnic and Ara- 
bian Seas. The other policies 
were missing. 

It appeared there might be 
an issue on assignment In rate- 
tiou to the policy sn bsc ri bed to 
by certain of the missing policy 
underwriters and Adnic and 
Arabian Seas. 

The policies all provided 
cover for loss and damage to 
hull and machinery, except 
where there had been lack of 
dne diligence by the owners or 
managers. 

The main issue in the action 
would be whether damage to 
the main conrod and bottom 
end bearings was caused by 
want of dne diligence. 

The Incident occurred in 
July 1985. The underwriters 
refused to pay and litigation 
became inevitable. 

Solicitors for the underwrit- 
ers named Mr John Joseph 
Taylor as repres e nt a tive under- 
writer for the purpose of pro* 
ceedings. His proportion on the 
policy was 0.0006901 per cent. 

The original action was not a 
representative action. It was 
simply a claim in relation to 
Mr Taylor's proportion, and 
was issued in the expectation 
that an action against one 
underwriter would bind the 
others pursuant to an agree- 
ment to be bound. 

There was negotiation as to 
terms of an agreement to be 
bound. Solicitors for Bantsa 
required a term that if Mr Tay- 
lor should become liable for 
costs, they should be recover- 
able from Mm fo full and reim- 
bursed by underwriters accord- 
ing to their respective - 
proportions. Solicitors for the 
underwriters argued that each 
underwriter should be liable 
for his own proportion of the 
costs and not be bound on 
behalf of Arabian Seas or the 
missing policy underwriters. 

Solicitors for the underwrit- 
ers asserted that if an agree- 
ment to be bound was not 
signed in their terms, the only 
alternative was to join each 
and every underwriter as 
defendants. Bantsa negotiated 
on the ha that if jtg terms 
were not accepted it would be 
entitled to come to court and 
pursue an action with one car 
more representative underwrit- 
ers. 

On May 32 1990 the plaintiffs 
took out a summons under 
Order 15 rule 12 of the Rules of 
the Supreme Court 

Order -15 rule 12(1} provided 
that “where numerous persons 


have the same interest in any 
proceedings”, the proceedings 
might be begun by or a gainst 
any one of mem as represent- 
ing all oar some of thorn. Rule 
12(2) provided that at any stage 
of proceedings the court might, 
if it though t fit, appoint one or 
more of the defendants or 
other persons to represent all 
or some of them. 

The action was not s tarted 
as a representative action 
within rule 12(1). The court 
was tints concerned with an 
application under rule 12(2). . 

There were two questions. 

First, on the proper construc- 
tion of the rule, did the co ur t 
have power to appoint one 
defendant to represent others 
in the circumstances of the 


Second, if it had power, 
should the court In the exer- 
cise. of. its discretion, appoint 
one defendant or more than 
one to represent other persons? 

Mr Tomlinson for the under- 
writers submitted that there - 
was simply no power in the 
arartto make a representative 
order at alL He submitted that 
the only way in which a sensi- 
ble result could be achieved 
was by an agreement to be 
bound- 

Mr Schaff for Bantsa said 
there must be power, under 
rule 12(2) to allow an under- 
writer to be appointed as repre- 
sentative. 

He submitted that Irish 
Rowan [ 1390] 2 WLR 117, In 
which the Court of Appeal, 
rejected a submission that a 
case could never be within rule 
12(2} where damages or debt 
were claimed against all defen- 
dants severalty, demonstrated 
that earlier decisions placing a 
narrow construction on “the 
same interest in any proceed- 
ing" were not to be followed. 

That submission must' be 
right 

In Irish Rowan the leading 
underwriter clause provided 
that “all settlements of rinfamt 
or contestations whatso- 
ever . . . taken by the leading 
underw ri t er , will be binding on 
all underwriters ...” 

It was dear from' the judg- 
ments of Sir John Megaw and 
Lord Justice Purchas mat they 
were not treating the leading 
underwriter dause as simply 
relevant to the question 
whether the court should, in 
its discretion, order a represen- 
tative action, ! as opposed to 

whether it had power to do so. 

The question in relation to ’ 
power was whether, without a 
leading underwriter dause of 


the Msh-Bmoan type, there 
was “the same Interest in any 
proceedings". . . 

In Irish Rowan Lord Justice 
Purchas placed great reliance 
an the - leading underwriter 
danse. Lord Justice Stangbton 
did not Sr John Ifegow recog- 
nised how Inconvenient It 
would be to have to sue tine 
separate underwriters. He said 
“If there were 77 separate con- 
tracts of insurance .. . the 
result . . . would seem to be 
potentially anarchic from the 
practical business point of 
view." 

A representative action-was 
an actum in which those repre- 
sented were not named as par- 
ties . Order 15 rule 12(2) entitled 
a person to represent persons 
who were not named as par- 
ties. In such, -a situation it 
would be strange if the test 
were not the same, lie that the 
defendant and those repre- 
sented should have “the same 
interest in any proceedings” as 
under Order 15 rule 12(1). 

The court had power to 
make an order under the rules: 
It would exercise its d i s cre ti on 
in favour at a representative 
action. 

It exercised that discretion 
on the basis that there was a 
serious risk that the represen- 
tative underwriter might 
become liable for 100 per cent 
of the costs. It might thus be- 
unfair to make Mr Taylor the 
sole representative. 

The court had power to 
make one underwriter repre- 
sent all underwriters even 
where, as here, than were dis- 
tinct physical policies, because 
each , of the underwriters (fid 
have the same Interest in the 
proceedings. They furthermore 
had a common dafimw. . 

: In the . light of the cost con-, 
skteratlons it was more satis- 
factory if the missing policy 
point or assignment paint were 
dealt with by. each defendant 
against whom the paint was 
taken - that required joinder 
of the missing policy under- 
writers; if Arabian Seas, were . 
joined asa separate rtafemfamt- . 
if one un d erw rite r from Lloyd’s 
Marine policy represented all 
underwriters on that policy, 
and one underwriter from the 
Co m pa n ies’ policy represented 


Taylor Dickinson). 


Stephen 


Tomlinson QC and 

Eermirdnce&CoX 

Rachel Davies 

Barrister 
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ALDWYCH THEATRE 

Sexual, glamorous and fateful, 
the tango comes to us in this 
great show with a intoxicating 
drive. First, there’s just the 
music. A beat; a' half-phrase; 
an outrageous pause; a flour- 
ish .. . Next a phrase that sud- 
denly sweeps round, like & car 
taking a . corner on two . 
wheels . . . Then the full non- 
stop red-blooded throb of the 
tango in all its paccrm^ borne 
on the brisk pulse of destiny. 
With . these musicians 
J, that ’s thrill enOUgfa. 
it tire tango is, of c o urse, a 
dance; and it can also be a 
song. Tango Argentina cele- 
brates all that. Costumed with 
supreme stylishness, lit with 
thrilling flair. Tango Argentina 
does honour to the tango by 
reprising its history, retrieving 
It from ballroom competition 
and reviving Its native core. 
We’re shown tango as it once 
was, itanwJ by men waiting in 
the Buenos Aires brothels, 
then danced ' by prostitutes, 
pimps and clients. Next, we see 
ftw tan gn refined, popular ™i 
International. Finally the 
tango la shown, simply and 
overwhelmingly, as & rich, liv- 
ing tradition- , ' • 

The Argentinian tango is far 
more seriously erotic and less 
full of sterotyped sexual chau- 
vinism than the ftritteh ball- 
room tango. Man and woman 
are closely linked, share steps, 
allow each other to display, 
while still in the other's 
embrace. Active and passive^ 
roles are excitingly co mbined . 
The way the men's fingertips 
so lightly touch the women’s 
h a rf^ii into action is ewTIawBly 
sensual. And those feet! They 
circle ceremoniously oh the 
floor «™i in th«i air; they boo- 
merang, to and fro. in and out, 
between and round the part- 
ner’s legs; they skip, stride and 
virtually perform rapid soi- 
xante-neuf patterns. The tango. 
Is witty. - 

And it is weighted. Man and 
woman remain held to each 
other and to the music. Sud- 
denly the accordion peals out 
like a thunderclap, the strings 
sing away; the dance paces on. 
One whole dance win proceed 
with man and woman hose to 
nose. Another begins brow to 
brow. A third couple are 


always turned away from each 
other, as if yoked helplessly 
together. In one step, recurring 
in many ways, the woman 

tunic ra pidly Hite way and Hurt 

in the man’s «™«, as .if wrig- 
gling in sheer ecstasy, or strug- 
gling to find mi escape. .Often 

tevHcHngiH chahte ft nrn a haha- 

nera. the tango ' is what Car- 
men and Jose Win go on danc- 
ing in heaven. 

I could not speak this way of 
the tango were ft not for these 
mar v ello us dancers, 17 in all 
spanning a wide variety of 
ages. The singers and the 
ehptep of songs are the show’s 
one weak point; but they are 
always given sublime accompa- 
niment. (The fact that the two 
lwarfing - accordionists look Wm 
L es Dawson and Jeremy Isaacs 
is one of die show's mure sur- 
prising features.) The words 
he almost all about God, love, 
betrayal, destiny and death. So, 
more telling ly, iww the daTjrw 

Every congratulation to 
Claudio Segovia azuL-Hdctoc. 
Orezzoli, who flrst conceived 
this show and presented it in 
Paris (1983) and New York 
(1965), and who have designed, 
directed and' choreographed it 
This is the kind of vivid, metic- 
ulous, serious staging that we 
associate with Dlaghilev. 
Tango Argentina has since tri- 
umphed in several other dries; 
and Segovia and Orezzoli have 
gone on to present their great 
tributes to flamenco (Flamenco 
Pttro) and jazz and the bine s 
(Black and B lue) I hope these 
shows can be.brougfat hoe too. 

In the final numbers of 
Tango Argentina the stage is 
foil of couples. AH of than are 
involved in different dances. 
They move,, with the music, 
from slow to fast, and the stage 
is full of detail: lunges,- kneels, 
backbonds, and those master- 
ful feet Your eye cannot take 
in all of it; and your bead 
almost bursts. Just as an of it 
coalesces into a single image of 
collective erotic, doom. Nelson 
(the greatest partner of than 
«TT) suddenly turns his woman 
(the . severe, sharp Nelida) 
upside down, holds her there 
cm his thigh, and laughs. 

Alastair Macaulay 


Henry VIII 


CHICHESTER FESTIVAL THEATRE 


Thackeray was right to feel that the 
dignity of history diminishes as one 
grows better acquainted with the 
materials which compose It "Only he 
who sits very near to the stage can 
discover of what stuff the spectacle is 
made.” Henry VZ77 at Chichester 
relies heavily on spectacle to leaven a 
production of one of Shakespeare’s 
least inviting plays. The result is as 
fine a rendering of this play as one 

can imagine. 

Nonetheless, the stage history 
threatens to be more compelling than 
foe play itself. Henry VTH, the fruit of 
Shakespeare’s collaboration with 
John Fletcher, was playing in 1613 
when the Globe Theatre burned down. 
And in 1628 George Villiers, then 
Duke of Buckingham, commissioned a 
production on the eve of his fell from 
pace: he stayed till Shakespeare’s 
Duke of Buckingham was w wr nt ^ , 
left. 

Of course, the play is really about 
foe demise of Thomas Wolsey and foe 
misery of Henry's first wife. Kather- 
ine of Arragon. The action tends to 
push Henry into the <h*rt» But the 
issues, while not dramatically real- 
ised, are pertinent both to Elizabe- 


than politics and Tudor history: the 
manipulation of public opinion; the 
usefulness of image-making; the 
impact of power on the powerless; and 
the question of institutional legiti- 
macy. 

Tan Judge's production has Keith 
Michell’s two-dimensional Henry 
straight from the Holbein portrait; 
matey but querulous, civilised but 
impulsive. Although the play outlasts 
Wolsey by two acts, it Is the machin- 
ating Cardinal, superbly played by 
Tony Britton, who makes the issues 
come alive and gives the play what 
shape it has. He is the essential ambi- 
tions subject “spider-like, out of his 
self-drawing web”, boney-tongued and 
jealous of his own counsel- He shows 
some sparks of Richard m in every- 
thing but his disappointing repen- 
tance at the emfc “Can thy spirit won* 
der/A great man should decline?” The 
scene of his fell is the best in the play. 

In a strong cast, Dorothy Turin 
(Queen Katherine) - powerless, 
friendless and expatriate - finds 
exactly the right combination of pub- 
lic strength and private weakness. 
Geraint Wyn Davies as the hapless 
Buckingham ***4 John Quentin as the 



slippery Gardiner enliven the per- 
sonal politics. And Fiona Fullerton 
makes the most of Anne Bullen, even 
if she does lack the opportunity to 
convince us of her substantial though 
inadvertent threat to Wolsey. 

The set, a revolving plinth backed 
by a large map of the Thames, keeps 
foe action flowing. The costumes, con- 
temporary Tudor, are superb. But the 
high ceremonial of Anne’s coronation 
and the christening of the princess 
Elizabeth are made by Nigel Hess's 
music, "Gloria” and "Jubilate.” A 
sharp prologue and commentary (Neil 
Dalglish) treats the action Just like a 
wax tableau, explaining and clarify- 
ing. 

In this year of Henridan celebra- 
tion, the current Greenwich exhibi- 
tion delivers more about Henry’s 
political and cultural accomplish- 
ments the play can, an ^ hag the 
advantage of bring, for the most part, 
wife-free, allowing a different renais- 
sance prince to emerge. But this pro- 
duction should make a fine five-hun- 
dredth birthday present for Henry 
next month. 

Atana.i tk., 

Andrew St George Tony Britton as Cardinal Wolsey with Keith Michell’s Henry 


Royal Concertgebouw Orchestra 


SYMPHONY HALL, BfRMINQHAM 

In Symphony Hall on Wednesday the 
Concertgebouw and its principal conductor Rtc- 
cardo CbaiQy gave a fascinating progr a mme of 
Haydn, Schoenberg and Schumann. Such fare 
appears to have been deemed too risqui for 
London audiences; the orchestra’s appearance 
in the Festival Hall tonight plays safe with 
Bruckner. The new Birmingham ban is likely to 
be included on tHnpraripq of many visiting 
orchestras, and thou will be plenty of opportu- 
nities to discover how the acoustics cope with a 
variety of performing approaches. Nevertheless 
the Concertgebouw Orchestra promised a 
revealing test not only is it a hand whose own 
sound been deeply affortw! by its home hall 
in Amstersdam, but that very bail was on e of 
the venues that influenced the thfnMng of the 
Birmingham dew ig nprs 

It is too early to pronounce whether 
Hail is going to join the 
certgebouw in the highest international 
flight, but already one «m state confidently that 
there is no b a tt A r ptew in thpgp lahirwic to Kgfpn 
to orchestral music. Whatever qhp thinks of the 
look of the a uditorium , the w arm th, immediacy 
and detail of the sound are breathtaking. There 
was a surprisingly generous resonance: the 
opening phrases of Haydn's Trauer Symphony, 
NoA4 In E minor, fingered unexpectedly, yet 
never for a moment dwnM (he t ex tur es. 

(Met Chaffiy the Concertgebouw appears to 
have lost a little of Its mellow, nutty 
sound and instead gained In fleetness. It 
nialnpa a Kuwptiinns nntap 1 but the way tfae 
final** of th*» Haydn was negotiated, with no 


overt concessions to authenticity, was buoyed 
up by H ghtnant and grace, sfeadiiy too, the 
conductor is expanding the orchestra’s reper- 
tory. Hlfi fnmhwM for early grpr aa ci nnigm hoc 
already produced several faarfnnHng recordings, 
and Schoenberg's Five Orchestral Pieces Op.16 
here had a confident grasp of shape and idiom. 
Sometimes Cbaflly moulded the pieces a little 
too intrusively; "Farben” is even more effective 
delivered with icy precision in the Boulez man- 
ner rather than wdpH and cossetted. But the 
explosive eHwmm of the first piece were vivid, 
and tiie dense polyphony of the last never 
became oversaturated. 

Because he seems to conduct other orchestras 
so rarely nowadays, Chailly’s maturity as an 
interpreter has only gradually registered. But 
Schumann's Second Symphony here had a a 
powerful, comprehensive charge, built through 
the slow introduction, flecked with the Concert- 
gebouw's peerless brass, and never afterwards 
relaxed. The scherzo was a minmte of articula- 
tion, the slow movement sculpted in innp elo- 
quent paragraphs, the finale a boundless feast of 
string and wind tone. As encores Chaffly and 
Ms orchestra offered three of Schubert’s Ger- 
man Dances, tn arrangements by Bruno Mad- 
ema which recruit a piccolo and battery of 
percussion. They are ««inn nuts wittily cracked 
by orchestral sledgehammers, and dashingly 
played, even if "dashing” is not a word auto- 
matically associated with the Concertgebouw on 
its previous visits. 

Andrew Clements 


Nabucco 


FESTIVAL HALL 


It was the chorus "Va. pension)" from Nabucco 
which moved Bernard Shaw to wear down half 
an inch from the tip of his umbrella in sheer 
enthusiasm. The anmenoe at Tuesday’s Nabucco 
by Opera in Concert On aid of the Bristol Cancer 
Help Centre) cheered that lustily, and much else 
as welL 

It was a happy evening. The opera is irresist- 
ible (though curiously enough our London 
houses seem not to find it so: Nabucco has not 
been given by foe Royal Opera since the late 
1970s, and not ever by ENO at the Coliseum). 
The power, musical boldness, and flaming theat- 
ricality of Verdi’s first popular success never go 
dim. Furthermore, it can come off singularly 
well in concert-opera conditions, since the 
drama is focussed with unwavering directness 
on foe contrasted personages in the foreground 
and on foe chorus. 

On Tuesday those personages were interest- 
ingly, and effectively chosen, along with a good 
orchestra (Royal Philharmonic) and chorus 
(London Pro Musica) led by an uncommonly 
gifted young conductor, Paolo OhnL There was 
of the vocal spark needed to ignite the 
short acts; but there was none of the crude 
posturing, vocal and indeed physical, that some- 
times accompanies it in Verdi concert perfor- 
mances of tbW kind. All the leading singers 
encouraged us to admire foe work as wen as 
their execution of it; and Mr Ohni, though he 
has not yet mastered that "longer fine” that 
only foe most mature Verdians - the Serafins 
and the Downeses - seem to command, sup- 
ported them with vitality and finesse. 


In terms of voice alone the great Verdi perfor- 
mance came from the Zaccaria. Dmitri Kavra- 
koe’s bass, wen known in London, has devel- 
oped into one of foe grandest and follest-taned 
instruments currently before the public - cer- 
tainly foe noblest In c antabile style. He is not 
exactly an electrifying singing-actor; he does not 
vary dynamics or verbal shadings in any dra- 
matically charged fashion. But foe steady, 
rolling beauty and grave dignity of Ms singing 
created their own Verdian authenticity. 

That -extra” of charged dramatic commit- 
ment could be felt In both the Abagaiile of Julia 
Varady and the Nabucco of Matteo Manuguerra. 
The soprano, a lovely, vibrantly sympathetic 
artist Hw tnafai jjj th* hyng lot so melod- 

ramatically far-flung a vocal line, makes it her 
own by the truthfulness of her musicianship 
and foe free-throated resilience of her tech- 
nique. Manuguerra, tn his 60s. sounded crusty 
- even, at the start, rather rusty - and at the 
same time frill of kingly authority, so that even 
when the voice was forced to gloss over details, 
the personality retained its larger-than-life ripe- 
ness. 

A sumptuous mezzo Fenena from Anne-Marie 
Owens, alert, intelligent comprimarii (Lesley 
Garrett, John Tranter, Christopher Verrtris), and 
a tight, monochrome Ismaele from the young 
Italian Salvatore Ragonese. Opera tn Concert 
plan more of these early-Verdi concerts. They 
cannot happen soon enough. 


Max Loppert 


Black Poppies 

THEATRE ROYAL, STRATFORD EAST 


Here is rather a mature stage 
documentary about blacks in 
foe British armed forces and 
their return to civilian life. 
Black Poppies makes no pre- 
tence to be a play: it is an 
account, drawn from direct 
experience, of West Indians in 
the British services from the 
Second World War to the pres- 
ent day, with a spell of duty in 
Northern Ireland very much 
included. 

It is worth seeing partly 
because it is very well done. 
The performance at Stratford 
East is in cooperation with foe 
National Theatre, so foe per- 
formances and the direction 
are uniformly excellent It is 
also worth going to because of 
the strength of the documenta- 
tion. No-one could doubt the 
i-teim that it is based on care- 
ful. first-hand research. 

Put very briefly, the message 
is that foe blacks were wel- 
comed at foe time of the war 
because the country, and 
indeed the empire, needed 
them, and many of foe West 
Indians were glad to serve. 
After the war. the armed forces 
were still a better place to be 
than civilian life because the 
military at least recognises 


professionalism. There is a 
feeling that everybody is in It 
together; or, at any rate, up to 
a point The problem Is that, at 
a certain level, promotion 
stops. For instance, the black 
bugger, whatever his merits, 
does not get to the top of the 
military band. 

The piece has additional vir- 
tues. These West Indians are 
not very different from work- 
ing class whites. When they 
whinge, the w hinge is authen- 
tically British. But not all of 
them do whinge. The one who 
comes to command a tank 
tends to look down on his fel- 
low blacks who lack aspira- 
tions. 

Yet despite wanting to do 
many of foe same things as the 
whites, they also regard them- 
selves as somehow different. 
The phrase used in foe army, 
and no doubt in other sections 
of British life. “He’s not black, 
he’s one of us”, is not seen 
entirely as a compliment. 

The line that stands out 
more than any other is “being 
Mark means you have to be 
twice as switched on to get 
anywhere”. That says every- 
thing about discrimination and 
the absence of promotion to 


the highest levels. There are 
also some nice points about 
why blacks join the armed 
forces but not yet the police. If 
they did go into the police in 
any numbers, one of them 
observes, a lot cf things would 
be different. And what if a 
group of them, having left the 
army with considerable skills 
- including killin g - were to 
get together? 

There is no sense of inferior- 
ity; nor should there be. These 
black soldiers are perfectly 
capable of recognising a white 
psychopath when they see one 
and analysing him. The piece 
is preceded by one of those 
wartime screen government 
information features claiming 
to show how easily tbe races 
worked and played together 
when the empire was under 
threat. 

Black Poppies, without bit- 
terness, shows some of the 
underlying problems. It is 
directed by John Burgess, and 
if one were to pick out one 
actor among several it would 
be Colin McFarlane for his 
account of a black's role in 
Ulster. 

Malcolm Rutherford 


The Magic Flute 


SADLER’S WELLS 

Whenever I attend a 
performance of The Magic 
Flute, I leave the theatre half 
expecting to fight my way 
through picket-lines of militant 
feminists and anti-racists. 
Every time the all-good and all- 
wise Sarastro comes onstage, 
he makes some perilous 
remark like “Without a man’s 
guidance, a woman goes 
astray* or (to the Moor, Monos- 
tatos) “Your soul is as black as 
your face.” 

The problem doesn’t occur In 
Mozart’s score. Indeed, the 
impishness in his music for 
Monostatos and the radiant 
tranquillity with which be 
finally reunites hero and hero- 
ine turn all such difficulties 
into strengths. But during the 
opera’s several passages of spo- 
ken dialogue there are undeni- 
ably awkward moments. Every 
modern production handles 
these issues Its own way - 
evasively, aggressively, frivo- 
lously or frankly. Stephen Med- 
calfs staging (which Opera 80 
is currently alternating with 
Don PasQuale at Sadler’s Wells 
until June 1) certainly con- 
fronts them, and yet it does 


little to resolve them. Instead, 
it adds other problems. 

The Magic Flute becomes a 
sort of psychodrama. The “ser- 
pent* which assails Tamino is 
in fact part of a nightmare - a 
man, bare-chested, black-faced, 
with dagger poised at Tamino's 
throat. In tbe “portrait" aria, 
Trimino sees not Pamina's pic- 
ture but, through an empty 
frame in his hands. Pamina 
herself. Pamina has an even 
more complicated time with 
her mother than in other stag- 
ings. 

There’s plenty of internal 
evidence to support such an 
approach. Only look: all that 
sleeping, talk of dreaming and 
tense references to the elder 
generation, opposite sex and 
bogeymen. But Medcalf doesn't 
focus his ideas well 

And the opera's references to 
nature (the wild animals tamed 
by the magic flute in Act One) 
and the real world (the dawn 
before Pamina’s attempted sui- 
cide in Act Two) are played 
down here. The opera often 
says “Look outside, know other 
forms of life,” but this staging 
only says “Look inwards, know 


thyself.” 

Sarastro (Andrew Gallagher) 
is badly under-sung; Tamino 
(Stephen Austin) is tight- 
voiced and un poetic; and foe 
choruses do not benefit by 
being sung by a handful of 
singers (nine in the finale, four 
for “O Isis and Osiris”) - not 
this handful anyway. 

But almost all tbe words are 
clear. Ivor Bolton’s tempi are 
brisk but never hectic. The 
magic-bell dance in Act One 
and the Papa-Papa reunion are 
wittily choreographed. Pene- 
lope Randall-Davis (Queen of 
the Night) and Lisa Tyrrell 
(Pamina) are rather fluttery; 
but foe former brings off foe 
famous staccati in alt and foe 
latter, always spontaneous, 
makes the last phrases of her 
beautiful aria liquid and 
melting. This is a most com- 
plex opera, perhaps foe most 
difficult to stage In foe whole 
repertory. This isn't a neat or 
satisfying production, but I 
admire it for making me even 
more aware of the opera’s com- 
plexities than before. 

Alastair Macaulay 
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Next Thursday sms the world 

premtora at Covant Garden of 
Harrison Btrtwtetfo’s new opera 
Gawatn/aBoyalOpera 
commission- The work ie baaed 
on foe 14th century poem Sir 
Gawaln and Hie Green Knight, 
which tefls of a supernabiral figure 
who challenges King Arfour’e 
court to an exchange of Mows, 

The libretto by David Hereon! Is 
an original dra ma t ic poem for 
voices which foRowsthe events 
of the medieval work. The ' 
conductor Is Elgar Howarth, who 
played a large part ip the success 
of Birtwistle's The Mask of ' 
Orpheus of the ENO kiTS8& The 
east Include* Francois Le Roux 
In (he fifle rote and John 
Tomlinson a* Am Green Knight 
There are six performances from 
May 30 to June ££ - 
The festival season Is gathering 
mome ntum . Thetiieme ot.tfds 
year's Bath Festival (May 24-June 
9) Is Beyond Vferma, focusing "on. " 
the music of central Eiffop*. In 
tonight’s opening concart; Libor 
Pesek conducts Suva symphonic 
poem Praga Other yfsfiore. from . 
Czechoslovakia tnchkfethe 


Martktu Quartet, the Musica 
Antique Prague and foe vtoHnbtt 
Josef Suk. Hungary is represe nt ed 
by the piano duo Tanias Vasary 
and Peter Fnudd, the AmaiSnda 
Percussion Group and the Janosi 
Ensemble, who offer the' 
hot-blooded vftaKtjr of authentic 
Hungarian folk music. The Borodin 
Quartet and otiwr prominent 
Russian artists are also featured. 

The highlights of the D re s d en 
Festival (May 25-June 9) are a 
concert performance of. 
Meyerbeer's opera H crodata bi 
Egftto (Sun), and a vfsfl by the . 
Hamburg State Opera wMi Alfred 

Ktrchner’s production of Momeneo 
(May 28 and 31) and a new ballet 
by John Netuneier (May 30 and 
June 1). The Semper Opera’s 
Mozart repertory la headed by 
a new production of Entfuhrvng 
(tomorrow), and foe. National 
Theatre in Prague wM bring 
Prokofiev's Betrothal In a 
Monastery. There ate concerto 
by the Dresden PMfoarmonic 
under Lofoar Zagrosek, foe 
Stsatsfcapelle under Herbert 
Bfomatedt and foe Los Angeles 
PhHharmonte under. Kurt 
Sanderffing. 


exhibitions guide 

AMSTERDAM 

Rfocsrauseura A Century Apart 
19th century Dutch and French . 
paintings from the museum’s own 
collection. Ends June 30. Also 
Chinese Painting: scroll paintings 
and album leaves on paper and . 
silk from 16th to 19th century. Ends 
June 20. Closed Mon 
Stedelljk Museum Prints by 
Charles Meryon (1812-1868), - 
ranked with Piranesi as the 


greatest of architectural etchers. 
Ends Aug 4. Daily 

BARCELONA 

Fundado Joan Mbo Sergf Aguilar 
sculptures and drawings 1988-01, 
by an artist often identified with 
Minimalism. Also Lee Miller 96 
Images by the early 20th century 
American photographer. Ends 
June 16L Closed Mon 
BERLIN 

AKes Museum John Heartfieid 
(1891-1968): centenary 
retrospective of the Influential 
Berlin-born photo-montage artist, 
known for his life-long Communist 
beliefs. Ends July 11. Closed Mon 
and Toes 

Museum fur Modems Kunst 

Metropolis: a foretaste of trends 
In the 1990s, with 200 works by ■ 
artists from 20 countries. Ends 
July 21. Also Berlin: Today and 
Tomorrow, plans tor Berlin's future 
tty 17 prominent architects. Also 
Photographs by Marta 
Astfolck-Vietz (bl 901 ), with 
examples of her experimental 
work from tha period 1922-35. 

Ends July 28. Closed Mon 
CHICAGO 

Art tosfouie Paul Strand: first 
retrospective of the American 
photographer since his death in 
1876. Ende July 21. Also English 
and French Printed Textiles: 100 
examples mainly from the 16th 
and 19th centuries. Ends Sep 3. 
Daily 

COLOGNE 

Schnutgen Museum Book 
decoration in the era of foe 10th 
century Ottoman empress 
Theophanu. Ends June 16. Closed 
Mon 

FRANKFURT 

Judischea Museum Fried l Dicker 
Brandeis (1098-1944), Jewish artist 


killed in Nazi concentration camp. 
Ends July 28. Closed Mon 
Scftfrn Kunsthalle From Lucas 
Cranach to Caspar David 
Friedrich: German artists from 
16th to 19th century. Ends June 
9. Daily 
LONDON 

Barbican Canadian landscape 
paintings 1896-1939. Also 
Contemporary Art from Canada, 
focussing on city and suburban 
images. Ends June 16. Dally 
MADRID 

Friodadon Juan March Maria 
Helena Vieira da Silva: 64 abstract 
paintings by the Portuguese artist 
(b1908), distinctive for her 
prismatic effects. Ends July 7. 

Daily 

MUNICH 

Anfikensammlung Ceremonial 
and ritual drinking bowls from 
Attica: 168 examples from ancient 
Greece. Ends Oct 27. Closed Mon 
KiBMthaNo der Hypo-KuRuratfowig 
Marc Chagall: 111 paintings and 
four wall tapestries from American 
and European collections. Ends 
June 30. Daily 
Lenbachtaus Nikolaus Lang 
(bl941): collages using natural 
-materials from Australia. Ends 
June 16. 

Villa Stuck Genuine Fake: the art 
of copyfng by Mike Bidlo, with 
numerous startling examples. 

Ends Aug 18. Closed Mon 

NAPLES 

San Domenico Magglore 
Choir-book manuscripts 1400-1600, 
showing how the art of book 
decoration flourished despite the 
emergence of the printing press. 
Ends June 23. Daily 
NEW YORK 

Brooklyn Museum The Blue of 
Jingtai: 35 Chinese cloisonne 


enamel vessels mainly from the 
18th century Qlanlong era. Also 
Tiffany lamps and glass vases 
from the early 20th century. Ends 
June 30. Closed Tues 
MetropoUan Museum of Art The 
Sculpture of Indonesia: ancient 
Hindu sculpture, delicate gold 
figures and a life-size stone 
Buddha. Ends Aug 18. Ends June 
16. Closed Mon 
Museum of Modem Art The 
Gardens and Parks of Roberto 
Burle Marx, examining the work 
of one of the most important 20th 
century landscape architects. Ends 
Aug 13. Also Seven Master 
Printmakers: Innovations of the 
1980s, with 55 works showing how 
David Hockney, Jasper Johns. 
Robert Rauschenberg and others 
redefined possibilities for the print 
medium. Ends Aug 13. Closed 
Wed 
PARIS 

Centre Georges Pompidou Andre 
Breton (1806-1966): wide-ranging 
exhibition recreating the aesthetic 
world of one of the leading 
theorists of Surrealism. Ends Aug 
26. Closed Tues 
Galarie Daniel Mating ue Moise 
Kisling: retrospective of the 
Polish-born member of the 
cosmopolitan Ecote de Paris. Ends 
July 14. Closed Sun 
Gaterfe SchmB French Masters 
of the 19th and 20th centuries: 
this annual event by the 
prestigious town-house gallery 
astonishes yet again with Its 
roll-call of great names, dominated 
this year by a jewel-coloured 
Rouault Ends July 18. Closed Sun 
Grand Palais From Corot to foe 
Impressionists: exhibition in 
homage to Etienne 
Moreau-Nelaton. Ends July 22. 


Also Georges Seurat 
retrospective. Ends Aug 12. Closed 
Tues 

Musee Rodin Camille Claudel: 

100 works by Rodin’s disciple and 
tragic lover. Ends June 20. Closed 
Mon 

Louvre, Pavilion do Flore Spanish 
Drawings: Masters of the 16th and 
17fo centuries, with 137 works 
from foe Louvre and Spanish 
museums. Ends July 22. Closed 
Tues 

Louvre des Antiquaires Seating 
power: foe historical development 
of seats as furniture, including 
a maharajah’s throne, guilded 
Louis XIV armchairs and art 
nouveau chairs. Ends Aug 18. 
Closed Mon 

Louvre (entry through the 
Pyramid) Treasures of Saint-Denis. 
Ends June 17. Closed Tues 
PRAGUE 

Convent of St George Ancient 
Chinese Art from foe National 
Gallery collection. Ends Sep IS. 
Closed Mon 
STUTTGART 

Staatsgalarie Max Emsc centenary 
retrospective of the German-bom 
Surrealist, with 200 works from 
worldwide collections. Ends Aug 
4. Closed Mon 
VENICE 

Fondazfone CW Michelangelo 
and foe Sistine Chapel: 
photographic and scientific 
documentation of foe restoration, 
prints by artists Inspired by foe 
frescos and a group of original 
preparatory drawings by 
Michelangelo. Ends July 28. 

Closed Mon 

Palazzo Grass! The Celts. Ends 

Dec 8. Daily 

VIENNA 

Albertina Dutch drawings from 


the Abrams collection: 100 
drawings mainly from the early 
17th century. Including works by 
Rembrandt and his school. Also 
Martin Dlsler (b1949): prints and 
etchings by the versatile Swiss 
artist. Ends June 30. Daily except 
May 30 

Kunsttonun Landerbank Oskar 
Kokoschka: 90 paintings from 
worldwide collections, tracing all 
phases of his artistic development. 
Ends June 23. Daily 
Museum of the 20 th century 
Image-Light developments In 
non-material forms of painting, 
such as those consisting only of 
tight and pure colour. Ends July 
7. Closed wed 
WASHINGTON 
National Gallery Robert 
Rauschenberg (b1925): 150 

examples of the influential 
American artist’s recent work. 

Ends Sep 2. Daily 

WEIMAR 

Autonomes Cultur Centrum Picture 
snaps from the Bauhaus: 60 art 
photographs documenting the 
lifestyle of the famous school of 
architecture and design. Ends 
June 22. Closed Sun and Mon 
WIESBADEN 

Museum Alexej Jawlensky and 
Agnes Martin: the Russian artist 
Jawlensky (1864-1941) was 
influenced by Matisse, formed 
the Blue Four with Kandinsky, 

Klee and Felninger, and settled 
In Wiesbaden. Martin (b1912), 
winner of the first Jawlensky 
memorial prize, is linked to the 
New York abstract expressionists. 
Ends July 21. Closed Mon 
ZURICH 

Kunsfoaus Modigliani: 55 paintings 
and 90 drawings. Ends July 7. 

Daily 


is** 




16 


FINANCIAL TTEvtES FRIDAY MAY 24 1991 


FINANCIAL TIMES 

NUMBER ONE SOUTHWARK BRIDGE. LONDON SE1 SHL 
Telephone: 071-873 3000 Telex: 922188 Fax: 071-107 5700 


Friday May 24 1991 


Labour and 
industry 


THE LABOUR party has striv- 
en hard to replace its old repu- 
tation as enemy of capitalism 
with a new image as the Mend 
of business. It no longer talks 
of controlling the commanding 
heights of the economy, but of 
forging a “partnership" with 
industry to re-build the coun- 
try's manufacturing base. 
Profit, enterprise and wealth 
creation have all become 
respectable words. 

But how deep does Labour's 
conversion go? And does it 
offer anything distinctive to 
Britain's Industrial prospects? 

The party's shift partly 
reflects three electoral defeats. 
But it also acknowledges prac- 
tical constraints. Privatisation 
h"S gone too far to be wholly 
reversed on other than confis- 
catory terms. The scope for 
Intervening in industry is 
increasingly circumscribed by 
tough competition and merger 
rules enforced by Brussels. 

These constraints have led 
the party to focus on broader 
policy priorities - many of 
them shared by the Confedera- 
tion of British Industry. 
Labour rightly places much 
emphasis on education and 
training. Its commitment to 
improving public infrastruc- 
ture is welcome, as is its sur- 
prising readiness to involve 
private capital Decentralisa- 
tion of regional policy seems 
sensible, while proposed tax 
breaks for research and devel- 
opment and gestures in favour 
of small businesses can do lit- 
tle harm (though they may 
also do little good). 

Competing claims 

All this is fine so Ear as it 
goes, but it may not go very 
Ear. Upgrading education and 
infrastructure is a long-term 
challenge. It is also hugely 
expensive. Yet a fiscally-re- 
sponsible Labour government 
would have limited extra 
resources to play with - and 
many competing claims upon 
them. Launching a raft of 
quangos may make matters 
worse, by draining scarce 
funds into half-baked schemes, 
such as a National Investment 
Bank and subsidies to encour- 
age cash-rich defence contrac- 
tors to diversify. 

The party's second problem 
is that it has learned to live 
with capitalism, but not with 
the market. It remains wedded 
to a producer-driven approach. 


which views government's role 
as containing competition 
rather than making it work 
more efficiently. Its policy on 
mergers, for example, would 
subordinate competition to 
loosely-defined “public inter- 
est" criteria, to the detriment 
of consumers. Such a move 
would be decried in Germany 
- supposedly a model for 
Labour’s industrial policy - 
where the importance of tough 
laws on competition is prop- 
erly understood. 

Retrograde idea 

Labour’s limitations show up 
even more clearly in its atti- 
tude towards the privatised 
monopoly utilities. It proposes 
to torn the clock back by re-as- 
serting state control over Brit- 
ish Telecom, the national elec- 
tricity grid and water. Yet 
who, other than the trades 
unions, could gain from a 
return to the bureaucratic Inef- 
ficiency which characterised 
Whitehall’s governance of 
nationalised Industries? 

The government is vulnera- 
ble to the charge that it has too 
often put the acquiescence of 
the privatised enterprises and 
ease of privatisation ahead of 
the consumer interest- Labour 
could have responded by prom- 
ising to break up the privatised 
giants farther, in the interests 
of competition. It seems deter- 
mined. instead, to exacerbate 
the government's mistakes. 

It also remains blind to one 
of the better policy innovations 
of recent years, the emergence 
of a framework for regulating 
monopolies. There is scope For 
developing this and for extend- 
ing pro-competitive regulation 
by, for example, giving more 
power and independence to the 
Office of Fair Trading. 

Initiatives along these lines 
could stimulate industrial per- 
formance, while giving sub- 
stance to Labour's claims to 
represent the interests of indi- 
vidual citizens. But such ideas 
appear too radical for a party 
intent on currying respectabil- 
ity with producers, and not 
upsetting the unions. As a 
result, its industrial policy 
seems likely to amount, in 
practice, to little more than a 
modest increase in spending, a 
lot more quangos and some 
cautious tinkering at the mar- 
gins of the economy. 

This is the third in a series on 
Labour party policy 


The governor’s 
oversight 


THE GOVERNOR of the Bank 
of England is responsible for 
the value of the currency, pro- 
tected partly through stern lec- 
tures; and for oversight of the 
financial markets, disciplined 
- at least by tradition - with 
raised eyebrows in the privacy 
of his own parlour. Now, 
t hanks to a different kind of 
oversight, he finds himself the 
embarrassed victim of eye- 
brows and indeed lectures; he 
needs no outsider to tell him it 
was an error of judgment. 

The outside directors of the 
Bank no doubt meant well 
when they decided that sala- 
ries in Threadneedle Street 
should go a little way to catch 
up with those across the street 
It is hard to guess what was in 
their minds when they allowed 
that gap to widen so drastically 
in the previous two years, 
when pay rose only 4 per cent; 
harder to explain their timing. 
But the final decision was for 
the governor. This was not the 
year for the one he took. 

How should central bank 
governors be paid? Fairly 
meanly, as a general rule. 
However, puritan principles 
can be carried to dangerous 
extremes. US administrations, 
according to old Washington 
bands, are increasingly driven 
to recruit all their top officials 
from three classes: the fanati- 
cal, the stupid, and the inde- 
pendently rich. Mr Paul 
Volcker, who came to the Fed 
from a life spent almost 
entirely in the public service, 
was finding personal money 
quite a problem when he 
resigned, and won much sym- 
pathy. 

He saw low pay as a real 
threat to the quality of govern- 
ment, and spent much of his 
first year in the private sector 
(after a pay rise of the order of 
2,000 per cent) campaigning for 
better terms for all his former 
colleagues. 

Comfortable salaries 

The Bank of England is well 
clear of this dilemma. Its sala- 
ries do not pretend to match 
thivw available in the riskier 
dealing rooms, let alone in the 
largest public companies (the 
chairman of ITT earned more 
in a week in 1988 than the gov- 
ernor gets in a year, even after 
his rise). But Bank salaries 
have long been comfortable 
(comfortable enough to frus- 
trate the Treasury recruiters 


once or twice), and clearly 
meet what was once pro- 
claimed as the Thatcherite cri- 
terion for public service posts: 
the rate needed to attract the 
right man. Not even rumour 
has ever heard of anyone who 
rejected the governorship on 
pay grounds. 

Indeed, the aftermarket in 
Bank officials is so heavily bid 
that nobody with an ounce of 
financial foresight would 
refuse any senior Bank job. 
(This not only saves public 
money, hut also usefully weeds 
out those lacking foresight) 

Political cost 

In fact there is very little 
economic meaning to the Bank 
pay review - all political cost, 
and no benefit The case for 
comparability is weak at the 
best of times in such a presti- 
gious, sheltered agency - and 
this is the worst of times. Per- 
haps payment by results would 
be more appropriate, with rises 
inversely related to the rate of 
inflation, and pay cuts once 
this passes some sensible 
threshold - below recent 
rates, in any case. Top Trea- 
sury officials, including minis- 
ters. could come under the 
same rule. 

In the real world, the gover- 
nor’s gaffe is a venial matter - 
certainly when it is compared 
with those committed by rival 
lecturers on pay, from the pres- 
ident of the Confederation of 
British Industry (who is also 
chairman of the Prudential, 
where on recent evidence it 
seems that board pay rises and 
wobbling profits go band in 
band) downwards. Excessive 
pay rises imply that the laws of 
the market are only for the 
toilers, which is bad economics 
and worse politics. 

We have already suggested 
that shareholders should con- 
front this problem, though this 
can be difficult when some of 
the money managers who exer- 
cise their votes are themselves 
on the list The most conspicu- 
ous offenders should be suscep- 
tible to political pressure - 
double digits, no K; double the 
rate of inflation, no peerage, 
ever. Well, hardly ever; for it is 
ministers, rather than com- 
pany chairmen, let alone Bank 
directors, who may get the 
redundancy notices that result 
from these pay excesses. 


M r Bob Hawke, Australia's 
long-serving Labor prime 
minister, is always at bis 
most dangerous when his 
opponents think he is beaten. But 
there are signs that Labor's long 
honeymoon with the Australian vot- 
ers may be coming to an end. 

Only 14 months ago, Mr Hawke led 
the party to an unprecedented fourth 
general election victory, confirming 
his personal popularity and underlin- 
ing Labor's claim to have become 
Australia's natural party of govern- 
ment. The election left Labor in con- 
trol of the federal government and 
five of the six states, with only New 
South Wales in the bands of the con- 
servative Liberal/National party coali- 
tion. Labor is being put to the test in 
this key state when voters go to the 
polls in state elections tomorrow. 

The outcome Is unlikely to mar 
Labor's centenary celebrations in 
Hobart next month, when Mr Hawke 
will claim credit for the party's most 
successful period in power since its 
foundation in the shearing sheds of 
rural Queensland. But while the party 
faithful are drinking their Australian 
champagne, the teetotal Mr Hawke 
will be pondering the political hang- 
over that looks likely to follow. 

Labor’s dominance of Australian 
politics in the 1980s was built on a 
repudiation of the big spending which 
brought the last Labor government 
under Mr Gough Whitlam to an igno- 
minious end in 1975, when the conser- 
vatives took power in a landslide. 
When the Hawke government came to 
office in 1983 it embarked on a policy 
of fiscal prudence combined with 
efforts to increase the competitiveness 
of the economy by exposing it to 
international competition. 

The policy won widespread support 
from business, which applauded a 
growing federal budget surplus and 
initiatives such as the deregulation of 
banking, floating of the Australian 
dollar, abolition of exchange controls 
and reduction of protective tariffs. At 
the same time, Labor persuaded the 
unions to accept a series of agree- 
ments, trading tax cuts for wage 
restraint, which helped dampen 
double-digit Inflation and partially 
protected living standards. 

The formula delivered average 
annual gross domestic product 
growth of 4 per cent during the sec- 
ond half of file 1980s, while simulta- 
neously beginning the transformation 
of Australia from one of the world's 
most protected economies. The gov- 
ernment also achieved a significant 
change in attitudes: perhaps for the 
first time, there is now widespread 
acceptance that “this tough, increas- 
ingly competitive world of 5‘/*bn peo- 
ple does not owe, and will not give, 
17m Australians an easy prosperity”, 
as Mr Hawke put it recently. 

So why, as it gears up to give itself 
a pat on the back, is Labor trailing 
the conservatives by 17 points in the 
latest Morgan Gallup opinion poll, 
and facing what Mr Wayne Goss, 
Queensland’s Labor premier, warns 
may be a decade of retreat? The 
answer lies in the government’s mis- 
handling of the economy as it switch- 
hacked from boom to bust, and in a 
combination of incompetence, corrup- 
tion and bad luck at state level, which 
is jeopardising the party’s reputation 
for sound management 
With hindsight, the turning point 
can be identified as late 1987, when 
Australia loosened monetary policy to 
maintain liquidity in the wake of the 
global stock market crash. Lower 
interest rates set off a boom which in 
turn stoked up the current account 
deficit to an unsustainable A&lbn, 
(£9.40bn) equivalent to 5.5 per cent of 
GDP. With its fiscal hands tied by the 
accord with the unions, the govern- 
ment had no option but to resort to 
interest rates as high as 18 per cent to 
slow the economy. 

Higher rates have helped reduce the 
current account deficit to an annual- 
ised A$l7bn in the current year, but 
the economic cost has been five quar- 
ters of slow or negative growth, and a 


Mishandling of the economy has drained 
away support from Australia’s long-serving 
Labor government, writes Kevin Brown 

Riding to the 
end of a wave 



Australia's federal treasurer Paul Keating (MQ and the prime minister Bob Hawke 


rapid increase in unemployment, 
which reached 9.9 per cent in ApriL 
Joblessness is likely to go an rising 
for several months, making a mock- 
ery of Mr Hawke's pledge that it 
would never reach ID per cent 

The only bright spot in the econ- 
omy is inflation, which fell to an 
annual rate of L9 per cent in the 
three months to Maw-h enabling the 
government to claim a “historic” 
breakthrough, even though much of 
the improvement was due to weak 
demand and one-off factors such as 
falling fuel prices in the wake of the 
Gulf war. But the government is 
unlikely to forget the lesson of its 
Labour counterpart in New Zealand, 
which also tamed inflation, bat 
crashed to a dramatic election defeat 
partly because of high unemployment. 

Technically. Australia emerged 
from recession in the December quar- 
ter. but the economy remains weak, 
and the government has been reduced 
to hanging on in the hope that a 
recovery will begin in the second half 
of the year. There are, however, few 
signs that the economy has bottomed. 
On the same day last week that Mr 
Paul Keating, the federal treasurer 
(finance minister) was urging Austral- 
ians to go out and consume, Mr Don 
Argus, managing director of the 
National Australia Bank, was warn- 
ing that the start of the recovery 
might be delayed until as late as the 
middle of next year. 

The danger for the government is 
that the longer the delay, the more 
likely it is that unemployment will be 
unacceptably high when it has to go 


to the polls in March 1993. The alter- 
native is to how to increasing pres- 
sure within the party and the trade 
unions for higher federal spending to 
pump-prime the economy. Mr Hawke 
has hinted that higher spending may 
become essential if onion support for 
wage restraint is to be maintained, 
but it would mean abandoning hope 
of a budget surplus next year, and 
with it the go ve rn m ent’s co n s er v a tive 
fiscal strategy. Mr Keating, who has 
already seen this year’s projected sur- 

The turning point can be 
identified as late 1987, 
when Australia loosened 
monetary policy to 
maintain liquidity in the 
wake of the global stock 
market crash 


pins pruned from ASSbn to A$L7bn by 
the recession, is fighting hard to 
avoid a return to deficit financing, but 
may have to give some ground in the 
next budget, due in August 
The government has had serious 
problems coping with the political 
impact of the weak economy, perhaps 
because contrition comes hard after 
eight years In office. Mr Keating now 
admits that he Loosened monetary pol- 
icy too much after the 1987 stock mar- 
ket crash, and tightened it too fast 
after the boom which followed. But 
Eaw voters were very impressed by Mr 


Keating’s claim that they were under- 
going “the recession Australia had to 
have”, especially as he had earlier 
promised it would never happen. The 
treasurer has since withdrawn that 
remark, but the image remains of a 
government which has become 
engrossed in theoretical economics, 
protected by its cosy Canberra life- 
style from the economy of real Aus- 
tralia. 

Against this background, the gov- 
ernment’s managerial credibility is 
being steadily undermined by damag- 
ing developments in the states. Labor 
is in trouble everywhere except 
Queensland, where Mr Goss only 
recently ousted the politically corrupt 
National Party government of Sir Job. 
Bjelke-Petersen. Significantly, even 
Mr Goss has distanced himself, .in 
recent speeches, from the Hawke gov- 
ernment in an effort to insulate his 
state premiership from the fallout of 
Labor's prdbletns elsewhere. 

The worst difficulties are .in Victo- 
ria, where the state budget dcficit has 
grown to A$2bn as a result of the 
collapse of the state-owned Tricouti-. 
nental merchant bank and the 
enforced sale of its parent, the State 
Bank of Victoria. In Western Austra- 
lia, sensational allegations are emerg- 
ing from a royal commission into the. 
state Labor government's dose rela- 
tionship with local entrepreneurs, 
such as JMx Alan Bond and Mr Laurie 
Connell, and the state government is 
unlikely to survive stories of satchels 
fizfi of cash being passed around. The 
federal party could also become 
directly Involved in the scandal fol- 


lowing t-inimK that some of the Entre- 
preneurial money found . Its way to 
Canberra to help finance federal elec- 
tion campaigns. 

Even the South Australian govern- 
ment, once the chief feather in ■ 
Labor’s cap, is in trouble .because ®fa 
. AftLbn Loss by the govenuneotownoi 
state bank, which- uYbeing investi- 
gated. ; by .another. royal commission. 
And in, tiny. . Tasmania, , the Island 
state which {gcbome^fo fester - than 
200,000 people, a : minority labor gm- 
emment has proved unable- to nwfl 
together an affiance with the- radical ’ 
Greens, and could be pitched at any 
tTr yui into an it will probably 

lose. ■ 

■ Labor’s atectahUity . wffl be tested 
tomorrow in New South Wales, the 
richest and most populous state, 
where Mr Nick Greiner, the Liberal • 
premier, has called an early election 
in an attempt to capitalise on the con- 
trast between his government’s rela- 
tively sound p erf o rm ance and Labor’s 
disasters -In Canberra and the other' 
states. Mr Greiner’s campaign, theme, 
is simple: “This is the first recession 
in Which there have- been clear inter- 
state differences,” he says. - : 

*Tt Is the first recessi on where the 
policies of different state guvemniRnts 
have clearly, . beyond any . doubt, 
beyond any argument, led to dramatic 
. differences in. the quality of economic 
life.” It is a. message which, looks fifce 
k ey ing Mm. in nfft**, especially since 
Mr Bob Carr, bis Labor opponent, fe 
haying to spend much of his time 
keeping federal Labor leaders out of 
the state, and ducking respbnsiblBty 
for their policies. • 

Mr Gretoert cikiGdmoa is echoed 
by other state. Liberal leaders- For 
-example, Mr Dale Baker in South Aus- 
tralia says Labor’s ’Incompetence" 
will Inevitably, lead to the defeat of 
most of Australia’s Labor govern- 
ments, and Mr Barry MacKinnon in 
Western Australia says corruption 
revelations udD put Labor ont ofbusi- 
ness for years'. By -contrast. Labor 
despondency Is epitomised by Sir 
John Bannon, premier of South Aus- 
tralia. and -federal Labor president; 
who admits that the party is finning 
most of its hopes on persuading the 
voters that things were not much bet- 
ter under past conservative govern- 
ments. . ■ 

Once, Labor could have counted on 
the business community for support 
in tough times, hut few businessmen 
are now wining to speak out on the 
government's behalf, mid many are 
ready to complain. Mr Ian Spicer, 
chief executive of tfaeConfedaratfon 
of Australian Industry, rays business 
“strongly holds the view that the gov- 
ernment has lost its way and no lon- 
ger has a dear or cohered economic - 
or Industry policy. That contrasts 
quits strongly with the first five or six 
years of the Hawke government, in 
which it dearly had a view and a 
policy, and whether business liked ft . 
or not there -was a. degree of confi- 
dence that at least the government 
knew where 'it was going”. ’ 

With two years to go to the next 
federal election, the government is far 
from finished. Mr Hawke remains 
marginally more popular than Dr 
' John Hewson, the Liberal leader, mid 
the party: continues to dominate the; 
conservatives In the federal parlia-' 
merit. Dr Gerard Henderson, director 
of the Sydnsy fristitute, a free market 
think tankv acknowledges the 
government looks tired, but says it is 
too soon to write off Labor, arid sug- 
gests the parte may recover ground 
quickly once the economy picks up. 
Nevertheless, Labor looks in Its worst 
shape for years.. Mr Hawke may still 
achieve Ms dream of a fifth successive 
federal election victory, but the odds 
are growing longer. As a gambling 
man, the prime minister would appre- 
■ date ti» significance of that.. .. 

In yesterday’s FT book review Power 
arid Accountability by Robert Monks 
and .Nell Minow was incorrectly 
referred toas Poster and Responsibil- 
ity- We apologise for the error. . . 


Grown in 
the job 

■ There must be a warm glow 
inside BTs executive chairman 
lain Vallance, at last winning 
the stature befitting the head 
of a company making a profit 
of more than £3bn annually. 
His appointment In 1987 was 
greeted with dismay by some 
ministers, who wanted a stron- 
ger outsider to knock the then 
British Telecom into shape, 
and indifference by the public. 

He succeeded Sir George 
Jefferson in the top job as a 
lifelong BT insider (his father 
worked for the General Post 
Office). He rose to the top 
because he was an adept com- 
mittee man. schooled In the 
ways of the old bureaucracy. 

Yet in the past three years 
the quietly spoken, analytical 
Scot has confounded his 
critics. BTs quality of service 
has improved markedly. The 
trunk network has been 
modernised. Costs are being 
cut aggressively. Management 
organisation has been radically 
overhauled. The group has a 
new corporate image. Most 
importantly Vallance success- 
fully charted its way through 
the recent government review 
of the telecommun - 
ications industry. 

Once a somewhat ungainly 
and shy performer, he has 
become confident and relaxed. 
And while the temptation to 
continue roosting in BT must 
be strong, he is on record as 
saying hell start thinking 
about his next job in 1994. 

By then the remaining gov- 
ernment stake in the company 
should be sold. Morover be 
should have collected his 
knighthood. What better equip- 
ment could a 52-year-old have 
for leaving the nest? 


History lesson 

A couple of points need to 
be made about the Governor 
of the B ank of England's 17 
pet cent pay rise. Robin Leigh- 
Pemberton is hardly a poor 
man and could easily have 


Observer 


made a gesture by not accept- 
ing the increase. 

His predecessor, Gordon 
Richardson, was well-known 
for foregoing a portion of his 
salary. In nine out of his ten 
years in Threadneedle Street, 
he took less than he was en- 
titled to. Since Leigh- 
Pemberton took over his salary 
has tripled. 

Indeed. Lord Richardson not 
only believed that the Gover- 
nor should set an example, 
but he also expected his senior 
staff to make sacrifices. One 
former Bank director recalls 
the a nnual ritual whereby 
Richardson would delay for 
several months his approval 
of pay increases. These would 
eventually come through, 
appropriately backdated, but 
sufficiently tardily to drive 
home the message that people 
should not look upon money 
as their sole reward. 

And while we are still on 
the subject of Bank of England 
pay. how about a rise for the 
rest of the non-executive direc- 
tors? Their pay has been fixed 
at £500 per annum since time 
immemorial Just allowing for 
inflation in this century would 
mean raising their salaries to 
£25,000. 


Dynasty 


Canada's Bronfman dynasty 
shows no sign of loosening its 
grip on Seagram, the world 
drinks giant The latest 
family member to move into 
the boardroom is Samuel 
Bronfman n, whose grand- 
father, the first Samuel 
Bronfman, bought Joseph E 
Seagram and Sons in 2828 from 
the profits he marie .wiling 
Canadian liquor to US boot- 
leggers during Prohibition. 

The younger Sam first 
caught the public eye in 1975 
when, at the age of 23, he was 
involved in a messy kidnap- 
ping in New York. He has kept 
a low profile since then, spend- 
ing the past five years running 



“1 promise to pay the 
Governor on demand 
the sum of...” 

a Seagram wine subsidiary 
in California. Sam’s father, 
Edgar, is still in the driving 
seat at Seagram as chairman 
and chief executive. But with 
his sand birthday approaching; 
Edgar is clearly thinking of 
passing the torch to the next 
generation. Sam's brother, 
Edgar Jr, is already president 
and chief operating officer, 
and the obvious heir apparent. 


Tit for tat 

■ The timeless war between 
high minds and low taStBS haa 
entered the high-tech era in 
Hong Kong where, although 
pornographic films and videos 
are openly available, high- 
minded censors electronically 
blur out toe naughty tats of 
the actors. 

The opposing side is counter- 
attacking by marketing a 
widget that fa-tog * hip rig 

into focus. It la an optical 
decoding device looking like 
a pair of night-vision goggles 
priced from about £20 to £50, 
presumably dependent on 
magnification. 


In support of the television 
and « n ter to fnn»»nt licensing 
authority that does the censor- 
ing, veteran legislator Peggy 
Lam - who once burned por- 
nographic books in a public * 
protest - is detpanding a ban 
on the decoders. 

But they have a technical 
flaw likely to deter sales to 
all but the most concentratedly 
depraved viewers. When the 
naughty hits stand out, 
everything else on the screen 
is scrambled. 


Smoke signals 

■ Yet another informative 
press release from the Euro- 
pean Bank for Reconstruction 
and Development tolls the 
waiting world that Its presi- 
dent Jacques Attali sent a let- 
ter on Wednesday to Yugoslav 
president Ante Markovic. 

It confided that “a stable 
structure for the new Yugo- 
slavia" was needed “for it to 
make full use of international 
economic assistance”. Stability 
was important for Yugoslavia's 
development as a democratic 
market economy and. “for its 
participation in the new 
enlarged Europe.” 

Attali further vouchsafed 
that “at this difficult time" 
for Yugoslavia, he was at 
Markovic’s disposal “to help 
in any way possible". 

The inference some are 
drawing from such cryptic 
smoke signals is that, despite 
some shareholders' fervent 
desire that the EBRD president 
should confine htowmif to run- 
ning a bank, he still sees his 
m ate mission as chief torch- 
bearer for a “new enlarged 
Europe". 


Didn’t he do well 

■ Old dogs can learn new 
tricks, to judge by veteran tv 
entertainer Bruce Forsyth's 
address yesterday to a London 

conference of independent 
fin ancial adwMTK considering 
Securities and Investments 
Board topics. 

“Nice to Sib you, to Sib you 
nice,” he said. 


You know 
the advantages of 
being a Director. 

This free guide 
alerts you to 
the disadvantages. 


Directors arid officers liability is an area- of 
potential risk which fW.dtfrectors fully 
appreciate. • • • 

In today’s climate, theposribillty of facing . 
the ’"ruinous expense of action, token against 
them personally" .is not only real; but growing. 

To explain both the corporate and personal 
risks involved, Chubb Insurance Company of 
Europe, in conjunction with a Leading firm of 
London solicitors, have produced a hew and 
comprehensive guide. It identifies and clarifies 
toe issues, shows how personal exposure to 
such liability can be limited, and suggests ways 
of reducing the risk of a claim - being made. " 

For your free copy simply call your 
insurance broker or write to us at the address - 
below. 



' CHUBB 

- Chubb Insurance Company of Europe, 
•106 Fenchurch Street, London EC3M 4JB. 
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have come off 
one of Lon- 
don's most important 
property scbeaes: the redevel- 
opment of Paternoster Square, 
the 424Cte site nHoUnf $t 
Paul's CathednL 
ISe position. and scab of toe 
development riB.mtelt-oitt 
of the most prestigious in Lon- 
don. However, Its commercial 
potential has to be reconciled 
with the architecturally sensi- 
tive nature of the site. 

The Prince of Wales, who 

criticised the proposals for the 

A t last a planning appli- 
cation is being made to 
replace the squalid 
architectural mess that is 
known as Paternos ter Square 
- the northerly, neighbour of 
St Paul’s Cathedral, it has 
always been hard to believe 
that Hw* mlrarohlp r-nlUv-Hryp g£ 
office blocks and draughty 
pedestrian squares of the 1960 b 
were once considered suitable 
neighbours for St Paul's. 

For three weeks from tomor- 
row an exhibition of the latest 
proposals can he seen in Pater- 
noster Square itself, in former 
shops between St Paul’s Under- 
ground station and the west 
front of the cathedral This . 
seems to me to be one of the 
most important architectural 
matters affecting the City of 
Tsmdnrt and the public an 
opportunity to say exactly 
what ft thinks about it in the 
next few weeks. . - 

ID 1956 ttl ff fashlrmaMp faJWU 
planner William Holford was - 
cammisslonjed by the City Cor- 
poration to advise on an archi- 
tectural policy “with regard to 
all buildings within the orbit of 
the dome of St Paul’s”, hi his 
wmgfaw plow for thp area — 
which amazingly was enthusi- 
astically adopted at the time - 
Holford ruled out any rein- 
statement of the streets or 
buildings that had been 
destroyed or rfawiappd in the 
London blitz. He felt that 
“more is to be gained by con- 
trast in design . . . thaw from 
attempts at harmony of scale 
or character or spacing 0 . He 
parked vehicles on ground 
level and raised a series of 
pedestrian decks which were 
men surrounded by a series of 

h nfltWng H. 

The new master plan has 
been prepared by a large and 
talented group of architects 
working for the new consor- 
tium of owners of the site and 
led by a troika of master plan- 
ners; Terry Farrell, John Simp- 
son and Thomas Beeby. Each 
firm ha« designed individual 
buildings in the scheme and 
developed themes which unite 
the work of all- the other archi- 


site put forward in an interna- 
tional competition In 1987. has 
argued that 20th-century 
developers* instincts - their 
tendency to build quickly and 
cheaply, and as high as regula- 
tions allow - would have to 
be suspended if Paternoster 
Square was to be “both a vin- 
dication of tradition and a 
model for the next century*. 

By opting for a plot ratio 
(ratio of built space to land) of 
4,3: 1, 20 per <*"* law than the 
maximum permitted for the 
site, the developers have gone 


some way towards meeting 
these concerns. Nonetheless, 
criticism may focus on the 
density of the scheme. The 
new bntidftigH vary from four 
to nine storeys and will pro- 
vide about 80 shops, compris- 
ing UMOO sq ft Of retail space 
and sir office buildings, pro- 
viding 630,000 sq ft of space. 

The commercial success of 
the project, which will cost the 
developers an estimated 
£60Qm, will depend on the 
seale of the recovery of the 
London property market. 


9 ome analysts think the devel- 
opers’ expectations of rents of 
more than £60 per sq ft in 
1994-95 may be optimistic. 

The three partners. Grey- 
coat, a quoted UK company, 
Mitsubishi Estate Company, a 
Japanese real estate company, 
and Park Town Group, a US 
developer, have each an equity 
stake of £15m. The Venezuelan 
Organization Diego Cisneros, 
wbkh sold the site at the end 
of 1989, also has a part partici- 
pation in future profits. 

Some subordinated debt, a 


New neighbours 
for St Paul’s 

Colin Amery previews an exhibition of ideas for 
a classical re-design of Paternoster Square 



tecta selected to design build- 
ings. The other architects are 
Robert Adam, Paul Gibson, 
Allan Greenberg, Demetri Por- 
phyries and Quinlan Terry. 

With rofl will of nawma 
it is no surprise that tiie desig n 
of the scheme is classical in 
spirit. But any developer build- 
tog on tUa important site as an 
immediate neighbour to the 
Wren cathedral faces more 
than a stylistic dflamma. Any 
building is restricted by “St 
Paul’s heights" (a complex 
series of regulations rather 
belatedly devised to protect 
views of St Paul’s). There axe 
also rules about what can hap- 
pen below ground to protect 
the stability of the cathedral, 
and rules about conservation. 


areas and the relationship to a 
listed Iwillrftng. 

What hm ham larfrtng In tho 

City of London during the 
development of the Paternoster 
scheme has bean any sense of 
a plan for the whole of the 
vital area around St Paul’s. 
The consortium wants some 

837.000 sq ft of offices and some 

150.000 sq ft of shone to mate 
the economics of the scheme 
work. This means a very high 
dens i t y as there are consider- 
able constraints above and 
below ground. These realities 
mate Paternoster a very hard 
nut to crack. In an idaal world 
people would five around the 
cathedral; there would be 
hotels and bookshops, galleries 
and museums. The reality is 


different and - when you have 
to pay to go into the cathedral 
- offices and a shopping cen- 
tre are inevitable. 

The architects’ problem h« 
been how to mate the inevita- 
ble development formula more 
attractive and more architec- 
'• .turally appropriate. The key to 
their success is the plan. Jbhn 
Stepson prepared toeoriginal 
proposals as a rival to an ear- 
lier developer’s unsuccessful 
competition. m« plan formed 
the starting point for what can 
be seen in the exhibition. 

The essential principles 
remain. Paternoster Row and 
Paternoster Square and other 
routes have been reinstated fin: 
tiie pedestrian at ground level 
The proper ali gnmen t of the 


5 Explaining part, but not 
= all of the evidence 


Praise for BAe collaboration 


From Mr Vladimir BraHovsky. 

Sir, In an article by Edward 
Balls (“International Economic 
Indicators", May IS), an argu- 
ment is put forward to explain 
why in the more “efficient" 
economies of Japan and Ger- 
many the ratio between gross 
domestic product at the cur- 
rent exchange rate and GDPat 
purchasing power parity (FPF) 
is bighar than fo less-advanced 
countries, such as the US and 
the UK. This is based on two 
assumptions: L “The prices of 
tradable goods are brought 
into rough eqpaltty by global 
competition”, te the socalled 
“law of one price" operating at 
an international level, when 
measuring in a common cur- 
rency; 2. The higher “real 
exchange rate”; which the 
author defines as "the relative 
price of non-tradable goods in 
terms of tradable goods”, in 
the more efficient eco nom ies. 

Since “efficiency" does not 
vary much in the short-run, 
therefore the “real exchange 
rate”, as defined by Mr Balls, 
would also remain relatively 
constant Thus, everything else 
equal, all domestic prices in 
local currency - tradables or 
non-tradables - should move 
in exact proportion, given a 
reasonable time lag, to the 
nominal exchange, rate. 

But if this were tiie case, ' 
why is it that “large fluctua- 
tions in exchange rates can- 
give a misleading picture of 
changes in economic fortunes”, 
as the author exemplifies by 
the 21 per cent depreciation of 


the Yen against the Ecu 
between 1969 and 1990. Accord- 
ing to his theory, Japan’s GDP 
in Ecu terms should have 
remained approximately the 
same in that period, instead of 
contracting more IX per 
cent, in spite, of having grown. 
In constant (Japanese)- prices, 
by 5.6 per cent. To comply with 
the theory, moreover, Japan’s 
domestic inflation rate should 
have been about 21 per cent, 
for above the act ual ra te. In 
foot, estimating at PPP would 
have been a rather idle exer- 
cise if the predictions of the 
theory were correct 

One has to conclude that, in 
real life, nrices. even of trada- 
bles, do not move in proportion 
to the nominal exc h a n ge rate, 
Le.. that the “law of one price” 
is usually transgressed beyond 
recognition, althoug h certai n ly 
- there is & loose association 
between prices and the 
exchange rate. Similarly, the 
price ratio of non-tradables vs 
tradables is, in fact, among 
other -things, a function of the 
exchange rate, through Its 
effect on the real wage rate 
(the nominal wage divided by 
the domestic demand deflator), 
and not only of “efficiency”. 
This is so given the large wage 
constant of non-tradables. 

Economics is still plagued by 
Ptolemaic laws that explain 
.part of the evidence but not alL 
Vladimir Brailovsky, 

Eamomia ApUcada, 

Monte Petooux 111-301, 

Lamas de QiapuUepec, 

11000 Mexico 


From Mr S A Moore. 

Sir, I was astonished to read 
Professor Roland Smith’s com- 
ments (“Research skills rare In 
north”. May 21) to the NEDC 
concerning the lack of research 
collaboration between British 
Aerospace and the University 
of Manchester. On the con- 
trary, the range of our collabo- 
ration, through our depart- 
ment of engineering, could 
hardly be more fruftfUL 

A £4m wind tunnel Is now 
operating in the department’s 
aeronautical research laborato- 
ries, thanks to BAe’s generos- 
ity. Research contracts in aero- 
nautical and dynamics 


en gineering to the tune of w™ 
are currently being funded by 
BAe. BAe supports research in 
materials science here at the 
rate of about £ 100,000 a year. 

We run in-house courses for 
BAe staff, have staff and stu- 
dent exchanges, and are a 
main supplier of graduate engi- 
neers to BAe (39 in 1991). 

These are just some exam- 
ples of our working together. I 
and my professorial colleagues 
are delighted that BAe is so 
closely linked with toe univer- 
sity. Long may it continue. 

S A Moore, 
acting vice-chancellor. 

U nive rs ity of Manchester 


Curious conclusion on core skills 


From Mr Jack Straw. 

Sir, In Ms article, “Bottom of 
the class” (May 21), about 
Britain’s poor record on educa- 
tion and training for 16- to 19- 
y ear-olds, Andrew Adonis 
takes issue with Labour’s list 
of “core skills” and says that 
they are of "dubious 
value in constructing a 
common curriculum for 
post-16". 

This conclusion is curious. 
Our list of care drills was in 
fact drawn directly from the 
Confederation of British Indus- 
try's own 16-19 proposals. They 
include “values and integrity”, 
“positive attitudes to change”, 
and “understanding of the 
world of work”, as well as the 
application of numeracy and 
technology and problem solv- 
ing. We agree with toe CBI 
that these are cradal ak£Qs for 
the Zlst century. The case for 
Such drills was nwdarpinnwl by 


Criticisms of Takeover Panel not contradicted 


From Prof JL JcrxlL . 

Sir, Mr David Calcutt, chair- 
man of the Takeover Panel, 
takes issue (Letters, May 15) 
with my suggestions about, 
some procedural madequaefes 
of the panel (“Self-regulation 
under threat"/ May 9). Yet his 
reply seems to support rather 
tfian contradict m y points. 

First, he denies that the 
pan el’s c ongwsitkm gives the 
appearance 
parts that 
ing out that 
members (c 

map) are 

Second, he disagrees with 
me that the panel's consulta- 
tive procedures- are minimal. 
That suggestion, too, is Blip- 
ported by his demonstration 



that those procedures are coat- 
. ducted entirely within , the 
panel’s membership. 

Third, white alleging that X 
am “confused” about toe lack 
of inter pares hearings before 
toe panri, he arimifet that the 
panel’s executive (to which I 
was obvfonsly referring) “does 
not normally find ft help- 
fat . to bur arguments, from 
both si d e* at the same time”. It 
is dtfrtmlt to understand why 
the ftall panel (on appeal from 
the executive's dedskm) does 
find it “helpful" to hold inter 
pores- bearings. The right to- 
appeal should not excuse the 
lack . of a fair luring in the 
first place. 

Finally; exclusion of legal 
representation as of right 


before toe panel is Justified on 
the bads that ft woold lead to 
delay and “legalism”. 

By what authority does Mr 
Calcutt, a barrister bimgAiv, 
imply that his co-practitioners 
are apparently incapable of 
grasping the' rather fomfe feet 
that the panel fellows toe pur- 
pose rather than toe letter of 
its code? 

JbweD, 


University of London, 
Bentham House, 

Endsleigh Gardens, WCl 

Fax service 
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the recent report of the govern- 
ment’s own Advisory Council 
on Science and Technology 
which said of A-levels that 
the y place too much pniptewria 
on learning facts at the 
expense of understanding fun- 
damental scientific principles 
and the development of scien- 
tific skills", and that “they 
reduce the scope for arts 
students to be scientifically 
educated and for science 
students to develop wider com- 
munication and other personal 
skills”. 

Labour's proposals for an 
Integrated 16-19 examination 
meet the overwhelming con- 
sensus for reform. It is sad that 
by Its obsession with tmre- 
formed A-levels the govern- 
ment’s do not 
Jack Straw MP, 

House of Com mons 

London 

SW1AOAA 


Customers first 

From Mr Peter McKenna. 

Sir, In its comments on 
water companies. Lex (May 18) 
seea only two ro u tes for their 
surplus funds - back to the 
owners or into diversification 
by way of acquisition. The mil- 
lions of tied customers of such 
monopoly suppliers might 
think that they are worthy 
beneficiaries, especially to they 
provided the money in toe first 
place. This is particularly the 
c ase when they are subject to 
an inflation-plus price increase 
policy, currently +14.2 per 
pwit for Thames, author - 
teed for the next 10 years. 

Peter McKenna, 

Tithe Bam Cottage, 

Temple Lane, 

Bisham, Bucks 


low-security form of debt, has 
been provided by Mitsubishi, 
ate £ 11 7m has been provided 
by the Swiss Bank Corporation 
as a short-term loan. Construc- 
tion finance will not be 
arranged until toe planning 
process is further advanced. 

The developers intend to 
retain the project as an invest- 
ment it also provides the first 
onpartanity for three Interna- 
tional partners to co-operate 
on a venture of this sort. 

Vanessa Houlder 

churchyard has been restored. 
Views of the cathedral have 
been carefully considered and 
there will be more of them 
from ground level. Height 
restrictions mean that build- 
ings range from fire to niw» 
storeys. Materials are limited 
to brick stone. Temple Bar 
Is to be returned to the City 
and will stand just to the north 
of the cathedral near the west 
front 

The heart of the scheme is 
the new square. This Is a two- 
level space with a series of 
h««b1m1 pavilions that flank 
broad flights of steps. To stand 
at the centre of It win be an 
extraordinary experience - 
grand and enriched neo- 
classical styled buildings sur- 
round a space that is a hybrid 
of the centre of Siena and the 
Camplrioglln in Rome. It will 
be a rich sight and I am sure 
an enjoyable one. 

The decision to have 
architects working here 
brought about an nnnanal 

sense of richness. The adaption 
of toe c l as si c al language has 
resulted, not in a dull and uni- 
form pale tte but in an Inge- 
nious and vigorous series of 
solutions which do belong in 
the Tymdcm tradition. 

The exhibition is wwylfri v. 
ally well presented. It is possi- 
ble quickly to mwii— tawn the 
plan and see its advantages. 
The quality of drawing is high 
and there is a sense ctf a sober 
academic tradition recovering 
from a night In the wilderness. 

It is essential that tiie qual- 
ity of this scheme is as high as 
possible - when you follow 
the rfamdcal route it is an 
unforgiving ">», imHaten* upon 
lasting quality in wmtertein 
and details. I hope that toe 
owners of the neighbouring 
sites which are not as yet 
of the Bchpmg will fp«l ; 
to co-operate. For once i 
henaive 
not mean uniformity but a 
level of quality that can only 
bring pleasure. 

^Exhibition open from 10am to 
6.30pm Mondays to Fridays; 
10am to 4pm on Saturdays. 


Joe Rogaly 

The mortgage factor 



Wealth, not 
health, will 
determine 
the outcome 
of the next 
election. Con- 
servatives 
who comfort 
themselves 
with this thought should note 
the concomitant warning, 
which is that past perfor- 
mance is not necessarily a 
guide to the future and that 
opinion polls can go down as 
well as up. Still, it seems rea- 
sonable to assume that if 
there is enough money in the 
voters' purses many of them 
will vote Tory once again. 

That is why the response of 
the building societies to the 
polite interventionist pressure 
put upon them by Mr John 
MacGregor, leader of the 
House of Commons, may be 
the most important piece of 
political news of the week. 
Speaking at a Building Societ- 
ies Association dinner in Glas- 
gow on Tuesday night - from 
a text carefully checked with 
10 Downing Street and the 
Treasury - Mr MacGregor 
pointed out that many home- 
owners have yet to see the 
benefit of interest rate cuts. 
Translation: if mortgages stay 
high Labour mi ght win. Thu 
fits with Mr John Major’s 
known belief that the benefits 
of the lowering of Interest 
rates over the past she mantha 
have yet to work through. 

The very next day the Hali- 
fax, the market leader in 
housing finance, announced 
that borrowers who had previ- 
ously si gn*** up for annual re- 
ratings of their mortgages 
would be permitted to move 
to a system of changes tied to 
the movement in interest 
rates. That means that the 
next time the government 
knocks half a point off base 
rate, up to 1 . 2 m voters - 
sorry, Halifax “budget plan” 
borrowers - will be eligible 
for a juicy reduction in their 
monthly hflia. other lenders 
are following suit. 

Halifax assures me that 
has nothing to do with poli- 
tics. Its decision was tak«n a 
fortnight ago. 1 am sure that 
the marine leader is telling 
the truth. Yet the plot thick- 
ens. Reports from the Glas- 
gow conference suggest that 
several delegates wonder 
whether Mr MacGregor’s 
speech contained an implied 
bargain: you play ball on the 
mortgage rate ate we will see 


what we can do about clause 
50 of the Finance Bill, which 
prevents a number of societies 
from reclaiming double taxa- 
tion paid in 1985 and 1996. 

Mr MacGregor will, of 
course, deny any such Intent. 
Fair enough- British politics is 
rarely as blatantly corrupt as 
that, although more subtle 
dpaia are not unheard-of. Let 
us simply watch what hap- 
pens to clause 50; we may see 
how subtle desperate politi- 
cians can be. But do not 
expect too much. A govern- 
ment that missed the opportu- 
nity to make a few 
behind-the-scenes phone calls 
to the chief executives of the 
opted-out hospitals to tell 
them not to rock toe boat 
could be Incapable of simple 
skullduggery. 

My own doubts are not to 
do with such corruption as 
may or may not be In the air, 
but rather the unfortunate 
timing of it all. The uncanny 
fit between toe mortgage rate 
and the level of support for 
the Conservative party was 
Illustrated in a graph in this 
column in September 1989. 

Tiie promise of a 
boost to voters’ 
cash fits with an 
October election 


Since then many similar 
graphs have appeaxte all over 
the place. But does the corre- 
lation hold? Yes and no. 
There seems to have been a 
small wobble over the past 
month or so, but the general 
relationship persists. 

The important question 
mark hangs over the effect on 
election tuning of the increas- 
ingly popular yearly budget 
plans. At the end of every 
January Halifax calculates a 
rate that will apply for the 
following payment year, 
which in its books starts at 
the beginning of AprlL Last 
year that rate was 14-5 per 
cent. It held throughout 
1990-91, even though the vari- 
able rate, paid by Halifax's 

500,000 borrowers not on bud- 
get plan, stood at 15.4 per cent 
between March l and Novem- 
ber l. The effect was that the 
12 m budget plan payers accu- 
mulated extra debt during 
those seven months. 

If they stay on budget plan 
this year they will still pay 


145 per cent, but flexible pay- 
ers are already two cuts 
down, to 12B5 per cent. Thus 
budget plan payers are paying 
“too much” this year, so toe 
1990 debt will be wiped out. 
What H alifax Is now offering 
i$ a choice: go over to flexible 
payments but first repay the 
excess debt accrued last year 
or come down to the flexible 
rate just for this year but 
understand that you will owe 
more, and pay more Interest, 
from next April L This offer 
will not be promoted to mort- 
gage holders but merely avail- 
able to them. After all, the 
Halifax is not Conservative 
Central Office. 

Yet the promise of a short 
boost to voters’ cash flow fits 
in with an October election. 
Taking the money back in 
April does little for a May 
1992 election, unless overall 
rates are much lower by next 
January 31 - when the 1992 
budget plan rate Is to be fixed. 

1 am sure that the Tories 
have mastered this calendar, 
and not only as It applies to 
the Halifax but to all mort- 
gage lenders. Mastery is diffi- 
cult. Every society is 
different. The Council of Mort- 
gage Lenders estimates that 
40 per cent of borrowers are 
on some form of annual 
review; these are available at 
eight of the 13 largest build- 
ing societies and three of the 
big four clearing banks. Their 
review dates vary, but a Janu- 
ary cut in interest rates 
qhnnid catch most of them in 
time for a spring vote. 

In the good old days the 
government might have been 
tempted to arrange such a 
cut, and thus buy the election. 
But this year it was baxed-ln 
by the exchange rate mecha- 
nism. It had to tiptoe past 
January with a series of hesi- 
tantly-timed half-point reduc- 
tions in base rate. The 
Treasury can no longer 
manipulate rates in concor- 
dance with the complicated 
mechanics of the housing 
finance market To the Con- 
servatives' chagrin that mar- 
ket itself now seems anarchic. 
This is doubtless a result of 
some government or other 
deregulating financial ser- 
vices. Perhaps Mr Major and 
his tewm will reflect on that 
as they finally gear them- 
selves up to engage with the 
well-trained forces of the 
Labour opposition in what 
promises to be a highly- 
charged summer campaign. 


Vlercury customers 
profit by saving 
£50 million 
on their phone hills. 

(Now that is something to trumpet about). 



You might be surprised to learn how much you can profit by switching to Mercury. Our modern digital 
network offers customers sayings on both long distance calls in the UK (greater than 35 miles) and 
international calls. Mercury handles nearly 5 million calls every working day. enabling our customers to 
make savings to the tune of £50 million every year. No wonder lots of people are blowing our trumpet. 

If you want to know more about Mercury call 0800 24 6000 anytime. 


LONG DISTANCE. YOU'RE MILES BETTER OFF ON MERCURY 


■crcuiiv eoHBomcATiom united, a cable a wireless company. 
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EASTERN EUROPE 

Fiat in deal with Soviet car maker 


By Haig Slmonlan in Milan and Kevin Done in London 


FIAT, the Italian automotive 
and industrial group, has 
reached preliminary agreement 
with the Soviet Union to take a 
30 per cent stake in Volskij 
AutomobOxnj Zavod (VAZ), the 
producer of Lada vehicles and 
the country’s biggest car 
maker. 

A memorandum of agree* 
ment, which envisages the pro- 
duction of 300,000 cars a year 
of a new model at VAZ’s 
Toghatti plant, on Volga river, 
was signed In Moscow in late 
April, but only made public 
yesterday. The move is part of 
the eventual privatisation of 
VAZ. 

However, the Soviet Union is 


being forced by financial diffi- 
culties to delay work on its 
ambitious project to build a 
plant producing 900,000 cars a 
year at Yelabuga. 1,000km 
south-east of Moscow. This 
project is also part of its indus- 
trial partnership with Flat 

In a significant change in 
Soviet automotive strategy, 
Moscow is planning to transfer 
the first phase of the Yelabuga 
project to VAZ’s Togliatti 
plan t. 

Fiat’s projects with the 
Soviet Union are among the 
most far-reaching undertaken 
by any western car makers in 
eastern Europe. 

No details have been given 


about the size of the new 
investment at VAZ, nor about 
management control. Fiat said 
only that it would be 
"engaged" in the management 
and development of the com- 
pany. 

On the Yelabuga plan. Fiat 
said yesterday: "The project is 
suspended, but not dead." 
There would be a "pause for 
thought", but agreement on 
the one scheme did not annul 
the other. 

r-atinrhpH in November 1989 
as a scheme to produce 300,000 
cars based around a newly 
designed Fiat Uno-type model, 
the project was expanded in 
March 1990 to include a further 


300,000 cars a year based on 
the small er Fiat Panda. 

Infra s tructure work for the 
Yelabuga plant, which was due 
to start production between 
late 1993 and early 1994, has 
already started. However, Fiat 
said the group had not yet 
been involved in spending for 
the product 

VAZ is the main car pro- 
ducer in the Soviet Union, 
accounting for some 750,000 of 
the country's L2m out- 
put of motor vehicles. It 
employs 95,000 workers, with a 
further 25,000 engaged indi- 
rectly in the components 
Industry. Around 45 per cent of 
its cars are exported. 


French ‘super minis try’ is short on detail 


By William Dawkins in Paris 

FRANCE’S industrial 
competitors are breathing a 
sigh of relief at the emerging 
evidence that the new French 
government is not about to 
revive industrial intervention, 
despite the shift to the left 
marked by the arrival of Mrs 
Edith Cresson as prime minis- 
ter. 

One Initial cause for alar m 
was Mrs (Treason's creation of 
a new "aupermlnistry”, 
embracing finance, industry, 
telecommunications and for- 
eign trade, her only significant 
innovation since taking office. 

The suspicion was that the 
new body would behave like an 
enlarged version of Japan's 
Ministry of International Trade 
and Industry, carrying out a 
firm industrial policy in line 
with Mrs Cre&son's crusading 
rhetoric. 

Yet Mrs Cresson has been 
ana ble to wring much hard 
detail from her industry policy. 
She has merely called for more 
public spending on indus- 
try - an objective limited by 
her commitment to continue 
the former government's bud- 
getary rigour - and promised 
to double the n umb er of engi- 
neers in France and to push for 
a law to ensure small busi- 
nesses get paid faster. 

The general need for a firm 
naHfmai and European indus- 
trial policy was the keynote of 
ber maiden speech to parlia- 
ment as prime minister, the 
thin content of which was 
greeted with disappointment 
from all political sides, and 
cruelly described by one for 
mer Gaullist minister yester- 


US missile 

secrets 

exported 

Continued from Page 1 
and receipts show that the 
equipment - which was 
shipped without licences - was 
restricted US technology that 
would normally require a 
licence. 

Under US law, unless there 
is an explicit Presidential 
"finding" that approves a 
covert operation on national 
security grounds, the CIA is 
obliged to report any illegal 
activities it discovers. Such 
presidential findings are clas- 
sified and require notification 
of the chairmen of congressio- 
nal intelligence committees. 

A senior member of the US 
Congress who chaired an intel- 
ligence committee when some 
of the key missile technology 
shipments occurred, has said 
that he never received such a 
notification from the CIA and! 
was never informed of any 
shipments to South Africa. 

US officials say that the var- 
ious ISC shipments violated 
several OS laws including: 

• the separate US embargoes 
on the export of militarily use- 
ful technology to either South 
Africa or Chile; 

• the Export Administration 
Act which requires licences 
from the Commerce Depart- 
ment; and 

• the Arms Export Control 
Act which requires State 
Department approval for 
exports of items on its muni- 
tions list. 

The claim by US officials 
that the CIA was aware of the 
illegal shipments injects a 
potentially embarrassing issue 
into President George Bush’s 
nomination of Mr Robert 
Gates as the new director of 
the CIA. 

Mr Gates - now depnty 
national security adviser to 
President Bush - served as dep- 
uty director of intelligence and 
depnty CIA director during the 
period in which the illegal 
missile technology shipments 
took place. 


day as "both flat and hollow". 

Far from being Mrs Cres- 
son’s new weapon, the new 
auperministry was the result erf 
last-minute horsetrading, to 
obtain the loyalty of Mr Pierre 
Bdregovoy, the finance minis- 
ter, whose continued firm man- 
agement of the French econ- 
omy was seen as indispensable 
to the new government’s 
success. 

Mrs Cresson had at first 
wanted to boost the powers of 
the old Industry Ministry by 
giving It control over part of 
the treasury, but Mr Bd ri fc o voy 
managed spectacularly to 
reverse this attempt to nibble 
away at his already formidable 
empire. So the economically 
liberal instincts of Mr Bdrdgo- 
voy, now the most powerful 
finance minister In France’s 
recent history, will set the tone 
for French industry policy, 
rather than Mrs Cresson. 

This means hardly any 
change from the pragmatism of 
the old industry minister, the 
politically independent former 
head of the Saint Gobain glass 
group, Mr Roger Fauroux. The 
new organisation is a fair 
reflection of the dwindling 
lnfinmce of the old industry 
ministry, whose freedom to 
pump new capital into France’s 
huge state sector was being 
increasingly curbed by Mr B6r- 
Sgovoy. 

It also marks an increase in 
the Finance Ministry's power 
over France Tfificom - always 
sensitive ova: baying its rich 
cash balances raided - only 
months after it was made inde- 
pendent from the old telecom- 



Edifh Cresson: seeks more public spending on industry 


munications ministry. 

That said. Mis Cresson wffl. 
have some influence an indus- 
try policy both as prime minis- 
ter and through Mr Dominique 
Strauss-Eahn, the new junior 
industry minister under Mr 
Bdrdgovoy. She chose Mr 
Strauss- Kahn, who though 
only 42 Is no lightweight as 
former chairman of the parlia- 


ment's economics c ommissi on, 
specifically to be bar voice on 
the government's economics 
team, say political observers. 

There wIQ be internal battles 
ahead on some of the hotter 
aspects of industry policy, hke 
the arrival of NEC, the Japa- 
nese electronics company, as a 
shareholder in Bull, the aflbig- 
state-owned computer maker. 


President Bush attacks Israeli 
policy over new settlements 


By Hugh Camegy in Jerusalem and Our Foreign Staff 


PRESIDENT George Bush 
yesterday added his voice to 
criticism of Israeli s ett l e ments 
in the occupied territories, 
declaring that they did not 
"enhance the prospects for 
peace”. 

"I have appealed to Israel 
not to move forward with more 
settlements,” Mr Bush told 
reporters on the White House 
lawn. “The settlements (issue) 
has been and will continue to 
be a difficult problem with us.” 

Mr Bush, however, used 
somewhat milder language in 
criticising Israel than Mr 
James Baker, his secretary of 
state, did on Wednesday to a 
House of Representatives sub- 
committee. Mr Bush also said 
the US was not putting pres- 
sure on the Israelis, Mmuthing 


which most Arabs regard as 
vital if Israel Is to be brought 
to the negotiating table. 

"I can understand the secre- 
tary's concern, and perhaps 
frustration,” Mr Bush said. 
"However, Israel is moving, in 
sane ways that I will not dis- 
cuss with you, and so I have no 
reason to be totally pessimis- 
tic,” 

In Israel yesterday, Mr 
Baker’s criticism of accelerated 
Jewish settlement in the terri- 
tories was echoed by Mr Shi- 
mon Peres, the leader of the 
opposition Labour Party, but 
rejected by the government of 
fifr Yitzhak Shamir, 

Mr Peres, who has bitterly 
attacked Mr Shamir for not 
doing more to aid Mr Baker’s 
efforts to convene a Middle 


East peace conference, said 
building settlements in the 
West Bank and Gaza Strip 
should be suspended, as Wash- 
ington has called for. “I clearly 
see the damage they cause,” he 
told Israel Radio. 

Mr Rflfcw rwiiftH the settle- 
ments the biggest obstacle he 
faced in trying to persuade 
Arab states and the Palestin- 
ians to negotiate with Israel. 

Mr S hamir ha s said th e set- 
tlements WOUld «n w*nhnnlly be 
the subject of negotiations. But 
at the same time he has sup- 
ported a surge of new settle- 
ment building by Mr Arid. Sha- 
ron, the hnngtng minister, who 
openly declares that the settle- 
ments are designed to block 
any chance of handing back 
the territories to Arab rule. 


Bank of England operations 
fuel speculation on rate cuts 


By Peter Norman and Rachel Johnson in London 


BANK of England money 
market operations yesterday 
fuelled speculation that the UK 
government may be pl annin g 
to cut bank base rates today to 
give the economy an added 
boost. 

Hopes of a rate cut to 115 
per cent from the current 12 
per cent were reflected in an 
easing in the three-month 
inter trank money market rate 
to around 11 % per cent last 
night from 11% per cent. It 
also followed April trade fig- 
ures that added to signs that 
the economy had registered no 
Improvement since the first 
quarter. 

Market speculation about an 
imminent rate cut intensified 
after the Bank broke with 
recent practice - by lending 
overnight to the discount 


houses instead of insisting on 
tending until the beginning of 
next week. Today, when 
£1.425bn ($2.45bn) of Bank of 
England linns to the discount 
houses mature, had already 
been tipped as a possible date 
for monetary easing. 

While some recent economic 
indicators, including this 
week's first-quarter gross 
domestic product figures, lend 
support to the government’s 
belief that recovery should set 
in around mid-year, anecdotal 
evidence has suggested little 
revival of activity in Aprfl. 

Political pressure for lower 
interest rates has grown amid 
calculations that the Bank 
could approve a modest half- 
point rate reduction without 
compromising its belief in the 
need to maintain a tight mono- 
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tary policy to combat inflation. 

Britain’s current account 
deficit steadied in April at 
£339m, almost unchanged from 
£336m in March. April’s visible 
trade deficit was also virtually 
unchanged at £339m against 
£836m in March. Exports and 
imports in April were both 
unchanged in value terms, at 
£&5bn and £9.3bn respectively. 

The figures from the Central 
Statistical Office (CSO) drew a 
mixed Interpretation. The defi- 
cit cm visible trade, excluding 
oil and erratic items, narrowed 
to £845m in April from £Llbn 
in March, pointing to a mar- 
ginal improvement in the 
underlying position. The CSO 
concluded that the previous 
trend of falling Imports was 
halting. 

Trade fears, Page 8 
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Bush beats 
move to 
block talks 
on Uruguay 
Round 

By Nancy Dunne 

in Washington 

THE Bosh administration 

yesterday narrowly beat off an 

attempt in the US Bouse of 
Representatives to deny the 
president the authority he 
needs to continue negotiations 
in the Uruguay Round and to 
launch talks for a North Amer- 
ican Free Trade Agreement 
with Mexico and Canada. 

With the help of the Demo- 
cratic lw«te<hln anil mna f of 

the House Republicans the 
administration defeated a res- 
olution which would have 
denied President George Bush 
a two-year extension of "fast- 
track” trade negotiating 
authority. This authority 
ensures that legislation imple- 
menting trade agreements 
would not be subject to con- 
gressional amendmenta. 

The administration argued 
that without an extension of 
the fast track the Uruguay 
Round would collapse and 
Mexico would refuse to negoti- 
ate a free trade agreement. 

The Senate today is expected 
to vote on - and defeat - a 
similar resolution. 

Approval of the fast-track is 
expected to inject new Ufa into 
the Uruguay Round negotia- 
tions which have been lan- 
guishing in Geneva. 

Supporters of the disap- 
proval resolution, introduced 
by Congressman Byron Dor- 
gan, a North Dakota Demo- 
crat, argued that denying the 
president the fast-track would 
allow strict congressional 
supervision of the negotiations 
mid prevent the loss of jobs to 
Mexico. The resolution was 
supported by labour, consumer 
and environmental organisa- 
tions. It was opposed by busi- 
ness and Industry groups. 

Controversy over a free 
trade pact with Mexico has 
had the Congress in an uproar. 
While most members have lit- 
tle concern about the Uruguay 
Round, they fear the Nafta 
would result in a loss of manu- 
facturing jobs to Mexico. 

Mr Frank McCloskey, an 
Indiana Democrat, said Nafta 
would mean a radical restruct- 
uring of the US and Mexican 
economies. He and other mem- 
bers bad hoped to amend the 
resolution to force the admin- 
istration to bring Congress a 
rev i e w on March I of the state 
of the Nafta negotiations. 

The Democratic leadership 
and the administration 
rejected that demand on the 
grounds that public discussion 
of the negotiations would give 
away the Trade Representa- 
tive’s negotiating strategy. 

Congressman Ron Wyden, 
an Oregon Democrat, warned 
the administration that “pro- 
traders” like himself would 
not "Jump ship today,” but 
unless environmental concerns 
and job issues are addressed in 
the final Nafta pact, "we’re 
going to lead the mutiny 
ahead.” 


Tetra Pak 
bid cleared 

Continued from Page 1 
Commission for its fast work. 
The deal will almost double 
Tatra Pat’s annual revenues, 
of which just under half would 
come from the European Com- 
munity. 

Brussels was concer n ed that 
the merger would give the 
enlarged company the capacity 
to provide both food processing 
and packaging machines, 
squeezing out competitors 
which could supply only one- 
half of the production line. 

No formal undertakings 
have been made by the two 
companies. But the Commifh 
sion seems to have been 
encouraged by promises that 
Alfa-Laval- and Tetra Pak will 
continue to build machines 
compatible with rival models, 
and by EC dairies’ comparative 
lack of concern about the 
impact of the merger. 

The EC’s mergercontrol task 
force, which began work last 
September, has now completed, 
in effect, three foil inquiries 
and is beginning to stamp its 
mark on foe job,”despite strong 
internal pressures to use deci- 
sions to shape European indus- 
trial policy. 

Some senior Commission 
officials apparently wanted 
this week's Fiat battery merger 
to go through without condi- 
tions, in the hope this would 
produce a strong "Eurocham- 
pion” in the battery market 
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of BT’s riches 


Boor old BT. During a nasty .. -- 

recession, the UK’s largest >WP » IM>nB 
quoted company produces ppAMoc rotative to the 
more than £3fcn pre-tax profit FT-AWorid index toariamaen 
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J^rankly, Thompson it troubles me 
that the mart leading our search tear 
European acquisitions 
t hought he’d, ordered the vrittitebaitT 

If your company has serious acquisition ambitions in Europe, Charterhouse cs 
advise you on how to get what you want. Call Peter Wisher on 071-248 4000 


CHARTERHOUSE 


ChartertsouseBankliinltal, 1 Patemoatar Bcn§ St FaoTa, London EC4M 7DH 
ChanertKHwe Bank Umitod la a Member of The Securities and Futures Autbortte A Rnyml Banfc of 
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JOBS: 

The 



executive pay varies in Europe 

spring a surprise 
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“S a turn up for the book. Ova: 
a decade of making periodic 
cheeks mi international pay-levels, 
the Jobs column has bg comp accustomed 
to viewing the Swiss as the executive fat 
Cats of Europe. Tiuteffri, as pan h annual 
survey has come round, my only curiosity 
when working out the counlry-by-coimtry 
ranking has been . to see whn’d be second. 

But in roll Hw» latest findings of the 
Brussels arm of the Wyatt consultancy, 
and what do we find? In terms of 
estimated buying-power - which is surely, 
what counts most - the Swiss have fallen 
not one, but two places an average. The 
iAoembourgeris come second. And pride 
of place goes to the Spanish, who have 
had a socialist goiy em ment dnfg 19^1 

Before building any iwnrindorw on 
that, however, it is important to be aw ar e 
of the limitations of the survey, and even 
more so of the (tendencies of my extracts 
from it which appear in the table over 
there to the right 

For one thing, while the findings are 
based on data, foam 1,249 organisations in 
17 European countries, Wyatt’s study does 
not measure up to the statistical rules for 

being representative. So ft would be wrong 
to regard the pay-levels of the co mp a n ie s 
which took part as typical of those across 
an employers in the same lands. 


• For another thing; my extracts are 
confined not just to a mere dozen of the 17 
countries, but to only three of the nine or 
10 dir e ct o r s ’ Jobs which in most cases the 
study spang. Anyone wanting the full 
report, priced at 30.000 Belgian francs, 
should contact Patricia Van Bergen of the 
consultancy at 273 Avenue de Tervuren 
(Box 4X 1150 Brussels. Belgium; telephone 
(02) 771 99 10, fex <Q2) 762 37 43. 

The trio covered by my figures are 
pWrf executives and directors of fiwmw» 
anti adm in is tr a ti on, and of personnel. For 
each, the table gives basic salaries, total 
money pay including bonuses etc, and a 
rough measure of buying power. 

a is calculated by taking the total cash 
pay, deducting the particular country's 
standard tax and social security charges 
£or a person wife the specified income 
who is married wife two children, then 
adjusting the resulting net pay in line 
wife Wyatt’s index of international price 
variances. Unfortunately, as it is evidently 
impossible to devise a consistent measure 
of housing costs acrosg Hiffa r gnt countries, 
that im po rt a n t expense of life is left out 
of acco un t. 

The table’s left-hand thy**> columns 
of figures refer to the lower-quartile 
-executive who would be a quarts: of the 
way up from the foot of a ranking of all in 


the same kind of job and country. Next 
come the median manager mid-way in the 
ranking, and the upper-quartile one a 
quarter way down from the top. The 
standard averages are on the right. Where 
the co untries appear in the table depends 

on the average buying-power of all three 

kinds of executive taken together. 

Although that is a very app rox imate as 
well as complex measure, ft is the best at 
present to ham! - and, as may be seen, ft 
puts the Spanish top of the heap. 

One likely source of distor tions is that 
there are marked variances in the sizes of 
tbB o ra mha tiom malting up the different 
countries’ survey samples. But my search 
for connections between company sizes 
and positions in the pay league has come 

to oa n gtit- 

Anyway, in the final analysis, the mam 
mr piatwHnw for S panish supremacy in the 
table must lie in Wyatt’s living-costs 
nvfar which puts Spain at 87 compared 
with the UK’s 100, Luxembourg’s 96, and 
Switzerland’s 146. Alas, I've no way of 
judging the accuracy of those egrimntog 

For what it’s worth, however, my FT 
nftiiAftg npg Jn Madrid have no diffic ulty in 
believing that Spanish top executive cats 
now take Europe’s cream. 

Michael Dixon 
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Buying 

Basic 
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Buying 

Basic 

cash 

Buying 
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Buying 

COUNTRY 

JOB CATEGORY 

salary 

pay 

power 

salary 

pay 

power 

salary 

pay 

power 

salary 

pay 

power 



£ 

£ 

£ 

£ 

£ 

C 

£ 

£ 

£ 

£ 

£ 

£ 

SPAM: 

Chief executive 

57,113 

64.024 

45,626 

69,901 

79,940 

53333 

87.112 107,882 

66,201 

75.043 

88,021 

57.669 


Finance director 

40,947 

43^553 

34,542 

51.196 

55.383 

40,741 

65,830 

71377 

48.363 

54.643 

58.986 

43.438 


Personnel director 

38.139 

39,810 

32.031 

48,472 

52,662 

39,345 

60,890 

66,973 

46,958 

50,905 

55,024 

40,477 

LUXEMBOURG: 

Chief executive 

55.784 

60£29 

41889 

72349 

82.689 

53.403 

84349 100,714 

61,897 

71.071 

81,079 

52,363 


Finance director 

38,025 

41,029 

31827 

46.025 

50,755 

37.006 

59.817 

63,187 

43.441 

50.390 

54.091 

3&sre 


Personnel director 

38.473 

42.423 

32.701 

46,788 

50389 

36.868 

59,851 

65379 

44,064 

48,747 

53.809 

38.675 

SWITZERLAND: 

Chief executive 

76^51 

84.366 

41827 

89364 

104376 

48313 

106.585 138.755 

61.774 

94^36 

113,612 

52.137 


Finance director 

59,180 

61,619 

31,654 

67.133 

70,660 


70,625 

93,145 

44,021 

69,838 

77.605 

38271 


Personnel director 


54,830 

28,917 

62.695 

68,972 

34,488 

75,626 

85378 

41,616 

68,078 

74.788 

36.882 

ITALY: 

Chief executive 

57,939 

65,373 

40,531 

72383 

83391 

50,395 

99,067 112,966 

66.649 

78.519 

92.485 

55.491 


Finance director 

40,621 

43.778 

28.456 

52,811 

54,256 

34.181 

65,626 

71,479 

43,602 

55.733 

59.610 

36.958 


Personnel director 

38,673 

41.699 

27.104 

48399 

51.171 

32338 

55380 

61328 

37.961 

48,498 

51.769 

32614 

GERMANY: 

Chief executive 

66369 

79.004 

42.593 

82.171 

95,138 

48310 

104338 130.019 

62,183 

87,111 

107,403 

53.234 


Personnel director 

47,034 

49552 

28,869 

53.654 

58.023 

33,300 

66.403 

70,731 

39.363 

56,976 

62.233 

35,175 


Finance director 

42£07 

46,233 

27,337 

53383 

56379 

32,701 

63,014 

68,705 

38,236 

55,532 

59,672 

34,246 

FRANCE: 

Chid executive 

56.418 

67.950 

43.859 

72,138 

82338 

50.091 

67,564 110310 

58^69 

73.455 

91.460 

54.056 


Finance director 

38,609 

40,095 

27.702 

46.385 

51,018 

33357 

55.916 

61.753 

40,420 

47595 

52.117 

34.587 


Personnel director 

34.300 

36,575 

25.602 

46,184 

47,802 

32,158 

56388 

61309 

39,933 

46.237 

49,749 

33,015 

UM1ED KMGDOM: 

Chief executive 

46.000 

54.130 

35.726 

59320 

67.110 

43322 

74,490 

86.160 

55,142 

69,390 

83.670 

53.549 


Finance director 

31,980 

34.970 

24.129 

39340 

41,750 

27,973 

51360 

55.940 

36.920 

43,840 

48,190 

31,605 


Personnel director 

29.880 

31.270 

21,889 

37.140 

40,550 

27,574 

46390 

51350 

33.693 

40.030 

43.700 

29279 

PORTUGAL: 

Chid executive 

22£49 

25.090 

24,704 

33.045 

35334 

34348 

47,152 

51,521 

46.765 

36,303 

40.440 

37,952 


Personnel director 

18.008 

19.511 

20,112 

25.098 

26322 

26,507 

33,980 

36348 

34J84 

26,632 

27.664 

27,436 


Finance director 

19486 

20995 

21.318 

25311 

26313 

27,636 

31364 

32,883 

31.366 

26,609 

23.262 

27,393 

NETHERLANDS: 

Chief executive 

49,956 

57,154 

29.160 

65.880 

73,116 

35368 

81,096 

94.918 

44.553 

67,617 

79,301 

38,032 


Finance director 

38.149 

40.573 

21,943 

45.003 

48.114 

25,039 

52344 

55.903 

28^22 

46.171 

50,496 

26279 


Personnel director 

35.755 

37.609 

21,107 

45390 

46311 

24379 

54325 

58.852 

29,426 

45.786 

49.347 

25,681 

BELGIUM: 

Chief executive 

54,607 

5B£43 

26^10 

68,934 

75,685 

32.131 

66,768 102.445 

41,558 

72.655 

84,018 

34.875 


Finance director 

37,052 

39.391 

19324 

46.011 

49,782 

23.012 

56,879 

61.606 

27.316 

48,382 

52^19 

24.139 


Personnel director 

36J575 

38221 

19,832 

44.413 

47372 

22381 

58,444 

62.050 

27.513 

48,530 

52,054 

24,063 

RELAND: 

Chief executive 

39,104 

42J231 

24.072 

45332 

51.776 

28,477 

58,532 

68.001 

34,982 

48845 

54.477 

29,418 


Personnel director 

30.879 

30377 

19.426 

35.756 

37,155 

21350 

43,666 

48308 

26.570 

37^37 

40260 

22,948 


Finance director 

2834 

20689 

17,769 

33,485 

37.164 

21365 

38,800 

43.182 

24.614 

34.171 

36,936 

21.423 

SWEDEN: 

Chief executive 

45.452 

47,725 

19,713 

58317 

65365 

26311 

86304 102,865 

39^06 

68.675 

76,739 

30.023 


Personnel director 

34.783 

30226 

15316 

41,812 

44375 

18350 

54.778 

57,714 

23,420 

44,913 

47.044 

19.431 


Finance director 

31.934 

32JBBZ 

14339 

38315 

41312 

17373 

46,543 

52,117 

21,149 

40.441 

43.290 

18,194 


SCOTTISH WIDOWS 


Fund Management 


Overseas Equities 

Scottish Widow Investment Management ia the fund 
managementarm of Scottish Widows, with assets 
under management in excess of £12 Mlion. Overseas 
Investments are an important element of its 
impressive track record and it now seeks to aug men t 
its i** 1 ”*" in Edinb urgh. 


Edinburgh 


opportunities for broader cares- development and 
enhancement for talented investment managers 
throughout the Investment Management Group. 
Successful candidates wiD be graduates wishing to 
advance theircareere in the investment industry 
and within a progressive environment in Scotland. 
Preference wfli be given to those with Far East or 
European Equities experience, but applications 
from candidates with other appropriate experience 
will be considered. 
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Private Client Stockbroking 

City - : 

One of the UK's largest independent Partnerships 

Return to traditional values, stability. and a friendly atmosphere 
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Our client is a long established firm 
which has remained independent in 
order to maintain the traditional style 
of stockbrokiiQg which for many years 
has proved both successful and 
profitable. 

The Partnership is extremely well 
capitalised with significant funds under 
management and, as a purely agency 
business* does not suffer from any ... 
potential conflicts of interest. Staff and 
clients have proved to be exceptionally 
loyal and this can be attributed to the 
friendly and professional style of 


management. Bureau and in-house 
systems provide an efficient back up to 
Partners, Associates and their clients. 

The firm seeks experienced brokers 
with a high quality client base who 
wish to return to the pre 'Big Bang* 
stockbroking environment 
Exceptional candidates will have the 
opportunity to attain partnership status. 

• For a strictly confidential discussion 
please telephone or write to John Field 
quoting reference 1397, at FLA, 16 
Old Bond Street, London, W1X 3DB. 
Tel: 071-4913811. . 


FLA 


SEARCH, SELECTION 
AND CONSULTANCY 
SERVICES 
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Birmingham 

Midshires 





c£35,000 Package 

This leading Building-Society has grown in 
recent years through a strategy of acquisition, 
diversification, and organic development In 
order -to maintain ibis success in a highly 

competitive marketplace, It Is restructuring and 
strengthening its, financial management team, 
and now’ wishes to appoint an experienced 
treasury professional to play a key role lit the 
Society’s treasury department 

Reporting to the Treasurer your task will be 
to. manage the Society’s ..liquidity position by 
developing and- Implementing investment and' 
short-term funding strategies which will 
enhance the profitability, of the treasury 
function, , ■ 

You will have extensive money managenreit 
experience gained In a bank, biilklihg society of 
corporate treasury department, and a track 


West Midlands 

record of devising and implementing successful 
investment and deeding strategies In the sterling 
money markets. You will have a sound practical 
knowledge of current money market 
Instruments and techniques, including off 
balance sheet methods. 

The salary offered for this position will be 
supplemented by an attractive benefits package 
Including a subsidised mortgage, a. car, and 
- relocation expenses where appropriate. The 
position is based at the Society’s Principal 
Office In Wolverhampton. 

If you wish to apply for this position please 
.write - in confidence - enclosing a CV and 
details of' current remuneration to Douglas 
Austin ReL 7203, MSL International, 32 Aybrook 
Street, London WIM 3JL. 


iL International 


Consultants in Search and Selection 


CHIEF ANALYST 

Salary package up to £38,700 plus 
Company Car 


Barclays Investment Limited (BIL), an important 
subsidiary of the Barclays Bank Group, has a vacancy for a 
Chief Analyst in its newly formed Investment Research 
Unit based in the City. 

Reporting to the Investment Manager, the successful 
candidate will be required to run the Research Unit, 
which provides research and a share recommendation 
service covering all major investable world economies 
and a core list of 250 shares quoted on UK and overseas 
markets. 

Applicants will have up to 5 years experience of 
fundamental investment analysis and some experience of 
private client fund management. Good oral and written 
presentational skills are essential. 

As well as an attractive salary, the package includes the 
follow ing;- 

• Territorial Allowance 

• Non-contributory Pension Scheme 

• Profit Sharing 

• Subsidised loan and mortgage facilities 

• Private Health Services 

• Company car 

With effect from May 1 99 2, the salary package will be 
enhanced by performance related bonuses. 

Applications should be made in writing, staring career 
and personal details to:- 


MR C A HAWKINS. 
INVESTMENT MANAGER. 
BARCLAYS INVESTMENT LTD, 
FLEETWAY HOUSE. 

23 FARRINGTON STREET. 
LONDON EC4A «LP. 
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Prospect — Sunny! 

Credit Senior 
£30 -£35,000 + Benefits + Bonus 
In a market-driven environment, a decisive and conGdem 
personality is viral. Our diem is a major International 
bank ur g e ntly requiring such an individual with first class 
analytical skills to join its expanding credit team. 
Working closely with the sales and trading areas to assess 
counterparty and product risk in a range of markets — 
eajre rris c in deriv a tives is essential. 

Probably in your mid 20*s you will have on exc el lent 
quantitative degree, and 3-5 years credit experience with 
on Investment Fluency in unwHir Europ ean 

language would give you the edge. . 

Fund Management — Europe 

c.£30,000 + Benefits 

This is a superb opportunity for an experienced European 
analyst who is ready to take on insthudonal fund 

mnnngwnfn r responsibility. 

Our client is a major UK fund manager with a reputation 
for providing an excellent career path for outstanding 
analysts. The successful candidate will be giv e n wide 
discretion and responsibility for everything from analysis 
and diem visits to playing a leading role in strategy 
formulation and asset allocation. 

To be considered for this role you must demonstrate a 
sound knowledge of a number of European markets 
together with ap pr op ria te language skills. A graduate in 
your mid -late 20’s you will have gained a minimum of 3 
yean expe ri ence, ideally with a reputable fond manager. 

F or farther dttiUi plfgn* contact Anita Burlier. 
Duncan AdlemorJiiEeBylerd on (071) 583 0073 (day) or 
(081) 579 5376 (evenings and w eeken d s ) or send your cv 
In complete confidence vat 16-18 New Bridge Street, 
Hlackftiars, I Tallinn BC4V 6AU. Or Ox (071) 3S3 3908. 


BADENOCH 8XLARK 

recruitment specialists 


CORPORATE FINANCE SUPPORT 


transaction management . . . new issues administration 


Manager 


Salary to £35,000 + benefits 


This prestigious UK Merchant Banking Group seeks to strengthen the transaction support function within 
its successful Corporate Finance Division through the appointment of a Manager. 

This roie will compliment that of the transacting teams and includes advising on procedures and 
operational details and in particular, the administration of new issues. The key responsibilities are proof 
reading documents, verifying timetables and extensive liaison with registrars, printers and other banks, to 
make things happen. The position will also involve other administrative tasks within the Division. 

This is a broad ranging role requiring a thorough knowledge and experience of the takeover code, the 
yellow book and the securities industry, coupled with a wide knowledge of operational procedures within a 
corporate finance environment 

If you are interested in this key management position, you should in the first instance forward your 
curriculum vitae, in strict confidence, to Richard Lyons,or call for an initial discussion. 


INTERNATIONAL FINANCIAL RECRUITMENT CONSULTANTS 


7Bhrchin Lane. 
London EC3V9BY 


Tel: 071 895 8050 
Fax: 071 6262092 








Company Treasurer 


MICROTEL 


Bristol 

Microtel repr es e nts one of the most 
substantial business launches ever 
undertaken m the UK, and in the 
course of the next decade vriB grow to 
become a leading force in the 
telecommunications service sector. 

With a tbiBson investment 
programme, we are developing and 
will operate, a new high quality, law 
cost, pocket portable communications 
network. 

We are looking for an individual 
who has the experience and energy to 
establish our treasury function. This 
will include the design and 
implementation of cash management 
systems, cre d i tor /debtor management, 
fund management, foreign currency 
transactions and control of large 
capital funding programmes. 


TO £45,000 + BONUS 

Professionally qualified, with at 
least 5 years treasury experience, you 
will have an extensive knowledge of 
London Banking and Capital markets 
and a good understanding of project 
financing and taxation issues. 

You must also be a strong negotiator 
and have the presence to represent the 
company in a range of forums. 

Based on the outskirts of Bristol, the 
role offers a package including a Car 
and Relocation assistance. As a first 
step, please send your CV quoting 
reference FTfTtl to: Microtek 
Recruitment Department, Sl James 
Court, Great Park Road, Abnondsbury, 
Bristol BS12 4QJ. TeU (0454) 618500. 

No Agencies Mease. 
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TOP OPPORTUNITIES 




SENIOR POSITIONS W OBCBUUL MANAGEMENT 


Chief Executive 

Dublin 

Industrial Credit Corporation pic 


DIVISION PRESIDENT 
and 

MANAGING DIRECTOR 
(EUROPE) 


YORK EXEClinVEA^^ 

GROUP MANAGING 
DIRECTOR ; 


The Board of Industrial Credit 
Corporation pic (ICC) is seeking a new 
Chief Executive to succeed the present 
Incumbent, who is retiring towards the 
end of this year. 

ICC is a public limited company 
providing a broad range of financial 
services to the Irish business 
community; It has a record of 
consistent profitability, employs 350 
people and Its assets exceed IRS1 
billion. 

The role is to provide the creative 


leadership and direction necessary 
to spearhead the activities of the 
organisation in meeting its future 
challenges and opportunities. 

The requirement is for a record of 
sustained achievement and excellence 
as a top level executive in the financial 
services sector. 

Those interested should please write 
- in confidence - to H.WJ Flannery, 
MSL international, Newmount House, 
22/24 Lr. Mount Street, Dublin 2 quoting 
reference 83549. 


A decentralized N.Y.S.E listed corporation is seeking an 
experienced Managing Director to run a 
$15,000,00CVyear European company manufacturing 
technical products for applications in the commercial 
vehicle industry. Markets are throughout the European 
Community, and includes the Soviet Union, the Eastern 
Bloc and also the Middle East 


The Scottish Heritable Trust PLOT, an Industrial 
Holding Company with a turnover of approximately 
ElOOm, whose subsidiaries are principally involved in 
the distribution of oriental carpets, manufacture of 
entertainment fireworks, property and, in the USA, 
housebuilding and quarrying, requires an 
experienced Managing Director to work with and 
influence dedicated management teams. Reporting 
Will be directly to the chairman and to the group 
main board of which die successful applicant will be 

amember. 


This position requires either hands on European 
Managing Director experience orU.S. General Manager 
experience with direct European functional management 
responsibility. Candidates must speak English and either 
French or German and be wflBng to live in Europe. 


iL International 


Consultants in Search and Selection 
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To £ 45,000 plus benefits 


Specialist Consumables 


South East 


Managing Director 


4, 1 

if: 


Attractive role for successful, solutions orientated sales or marketing manager ready for general 
management accountability, to Jead the development of a wefl established, fast growing and profitable 
pk subsidiary with dominant market share in chosen niches. Offers outstanding vehicle for inter- 
national growth through product diversification and acquisition. 


THE ROLE 

■ Reporting into the UK pk Board, accountable for the management, 
performance and growth of the wbiidiary, operating with ■ high level of 
autonomy and developing a team of some 30 staff. 


■ Achieve planned expansion through personal (y leading the sales drive, 
developing key client relationship* with major OEMs and the .trade and 
identify ingdrversificauon opportunities. 


■ Fully responsible for guiding a very successful small company with 
established momentum through its next critical phase of growth. 


THE QUALIFICATIONS 

■ Ideally a bright graduate with technical empathy, having in exceptional 
record of personal sales success in capital equipment, electronics, systems 
or a related held. Likely to be mid 30s. An internationalist with European 
languages being helpful. 

■ Will have managed and developed a ream, have been u*ed to budgetary 
responsMBcy and mainmnwi close involvement with key dienes. Particular 
success In identifying and brushing new ma rk ets i mporta nt. 

■ Strong team building and motivational skills ovc Ha id with structured 
business disciplines, prov en commercial judgement and vision. 


London 071-973 0889 
Manchester 061-941 3818 


Selector Europe 


A Scarcer Sc- art Corr.oar.y 


Please reply, endorsing fall details toe 
Selector Europe. R*f P457051L, 
lfj Gmoanght Place, 

London. W2 ZED ' 

071-9730*89 


V e 


If you are currently in or have had such a responsibility, 
can demonstrate a record of exceptional profit 
improvement and growth in a reasonably related 
business, and would like to investigate this opportunity 
further, please sand your resume/cumculum vitae in 
confidence to: 


This appointment will require a high level erf business 
expertise and the drive and enthusasn necessary to 
create a proactive culture within the subsidiary 
companies. 

Applicants -should be under 50 with at least five years 
experience at Managing Director level, and an ability 
to conduct multi level negotiations. 

The remuneration package will reflect the status of this 
appointment 


Box A1501 Financial Times, 

One Southwark Bridge, London SHI 9HL 


Please send your CV with covering letter in strict 
confidence feo:- 


Mr R Shephard, Director 
The Scottish Heritable Trust PLC 
Millbank House, 

18-20 Skeldergate, York, YOl 1DH 


Sales and Marketing Director 


New appointment for bright, well trained and commercially astute sales & marketing professional u» join the 
Board of c. £500m T/Q Pic's house building division, poised to play an important part in the Group’s 
expansion plans for ttbe JO’S. Prior knowledge of die sector is pr e ferab le, an ability to make a real impact on a 
broad remit and grow with the Company is essential 


THE ROLE 

■ Reporting to the Managing Diimor. responsible for establishing 
strong alts and marketing discipline* ro optimise competitive advan- 
tage in a difficult market as a platform lor future growth. 

■ Responsible for driving and achieving an agreed budget during 
a period of significant expansion. Develop an existing team of 16, 
imp l em enting fresh initiatives in training, motivation, reporting and 
performance monitoring. 

■ Accountable foe sales support, promotional campaigns and product 
packaging providing input ro investment decisions, product and cor- 
porate development supported by rigorous market analysis. 


THE QUALIFICATIONS 

■ Graduate calibre, aged 50-43 benefiting from a stmcnnvdl sales and 
marketing naming in a bine chip environment, pcvfenbfr house budding. 


■ Excellent track record of success in sales, leading to early sales 
management and team perform an ce accountability. Win have devised 
and implemented significant prom otiona l campaigns, controlling the 
marketing mix. 


■ Initiative, energy and commercial acumen at a premium- Strong 
motivator and presenter who relishes accountability and can accom- 
modate significant navel. 


London 071-973 0889 
Manchester 061-941 3818 



Meaae reply, rndmlng bill detail* toi 
Sekxtoc Barope, Eef P455J51L. - 

!<■ Cnwimig jH IS»y | £ , . 

Loodon, W2 20) ~ 

071-97308*9 



BANKING FINANCE & GENERAL 


Executive Director 



Leading Offshore 
Corporate Services 
and Trust Company 


Our client provides a range of international corporate and trust 
consultancy and management services, based on the Isle of Man. and 
is a subsidiary of a quoted financial serrioesjEroup with a range of 
interests In the United Kingdom and Ireland, "me organisation has an 
enviable record in developing on innovative range of products and 
services, utilising a multi disciplined team of executives whose 
experience spans the Legal and accounting professions as well as 
merchant banking. 

In addition to co r pora te and trust formation and n wiriwgw i Mjieaei vi ces, 
our dieni has successfully developed Public Company Registration 
work, international partnerships, exchange control planning and 
specialist consultancy services. 

Due to recent growth and a desire to restructure, the need has arisen 
to strengthen the man agPTnpn t team by ree miti i a t an exec u ti v e chatanan 


who wui be responsible forco-ordlnatir 
to f urthe r expand tire already strong < 


existing executive team 
and product base. The 


of travel. 


> group. There wiD be a 


reasonable degree 


The requirement is for a rounded and mature individual (aged 35+) 
who can motivate a highly skated technical te am a nd strengt he n the 
company's position in Its principal markets, which are hi the United 


company's position in Its principal markets, which are in the United 
States, tiiie United Kingdom. C ont i n e n tal Europe and the Far East. Due 
to the nature of the business the successful candidate is likely to be a 
sales and marketing orientated individual wife an ap p ro p r iate 
professional qualification and a good understanding of the offshore 


Isle of. Man 


The rewards indude an attractive basic salary and benefits and fee 
opportunity to develop a stimulating career within this leading 
compa n y. 

Foe farther information in strict confidence contact Robert Walker on 
071-287 6285 (evenings and weekends on 081-6726259). AltanatrTcly, 
f or w ar d i brief r e s r un f to our London office quo tin g Itefe RW 1204. 


Subs ta j i tin l Packa ge 


WALKER HAMILL 


Financial Recruitment Consultants 


29-30 Kingly Street 
London W1R 5LB 


Tel: 071 287 6285 
Fax: 071 287 6270 


_^Nationwide_ 


The Nation's Building Society 


Head of Credit Control 


• V-. ' v 


c£45,000 package. 


A major role for a top credit professional 


Northampton 


Nationwide Anglia Building Society is Britain's 

wnA j . . 


capability. The current portfolio is in excess of 
£Z billion and includes advances to building 
companies, housing associations, and smaller 
companies throughout the U.K. 

To ensure that the best credit standards and 
practices are observed, the Society wishes to 


strengthen its credit control procedures by the 
creation of the new position of Head of Credit 
Control, reporting to the General Manager 
(Finance). Key tasks will be to assess all major 
commercial credit proposals, to review and, where 
necessary, improve credit control procedures 
and systems, to manage and develop a spe cialist 
Credit Risk Unit, and to monitor ana control the 
procedures relating to smaller advances 
throughout the Group. 

As the successful candidate you wffl be a highly- 
experienced qualified banker with at least 10 years 


successful record in the assessment and control of 
loans to commercial clients, probably involving 
experience in the Advances Control function of a 
major UKbankAbu will be fully conversantwith the 
analytical, legal, procedural and documentation 
requirements of commercial lending, and will have 
a record of sound credit judgement. \bu will be 
skilled in presenting and arguing out your views 
at the highest levels. 

An attractive salary will be supported by a major 
benefits package which wffl incdude a car and a 
concessionary mortgage. Our client will also 
consider a contractual arrangement which might 
be more attractive to a senior banker wishin g to 
round off a banking career with a new challenge. 

If you have the experience and qualities sought 
and wish to be considered for this appointment 
please write - in confidence - enclosing a CV and 
details of current remuneration to Douglas Austin, 
Ref: 7205, MSL International (UK) Limited, 


32, Aybrook Street, London WIM 3JL. 


iL International 


Consultants in Search and Selection 


EQUITY FUND MANAGEMENT 


Our client, a private investment company, is seeking to expand its investment 
team by appointing two new people to run equity portfolios invested in UK 
European and Far Eastern markets, where the emphasis will be on stock 
picking combined with the use of derivative instruments. 


Candidates, probably in their earlySO's, will need to demonstrate experience 
of international equity markets and be committed team players. An attractive 
salary will be offered commensurate with experience!. 


Please contact Martin Symon, Senior Consultant 
Jonathan Wren & Co. Limited, Financial Recruitment Consultants 
No. 1 New Streep London EC2M 4TP 
Telephone 071-623 1266 Facsimile 071-426 5259 


JONATHAN WREN EXECUTIVE 



ChaBen^ng epportunities fcr 
financed oraisultants 
London based 


Merrill lynch is planning to 
expand its private diert base in 

the UK, Scandinavia and 
ftxtugaL We are looking for 
exceptional financial consultants 
who are fluent speakers of either 
Fbrtuguese or at least one 
Scandinavian language. It would 
be an advantage to have the 
relevant TSA and NASD 
registrations. Remuneration will 
be largely performance related. 


MerriDiyrx^empk^some 
700 financial consultants outside 
North America providing a wide 
range erf brokerage and related 
services to high net worth private 
in^stors. With Ihe devdoprawt 
of the Single European Market 
and the globalisation of financial 
markets, exciting opportunities 

exist within the firm for high 

calibre financial consultants. 


Please write with c.v to: 
The Manager, Merrill tynch. 
Rerce, Renner & Smith 
Umited.TimeAite Building, 
153 New Bond Street, 
London W10RS. 


Merrill Lynch 

A tradition of trust. 


ASLK-CGER Bank London Branch 
seeks 

Senior Interest Rate Swap Trader 


ASLK-CGER Bank London Branch seeks an 
experienced (2-4 year) Eurocurrency interest rate 
swap trader/orislnator to work with a highly 
motivated small team. 


A mathematical bias and hands-on deal 
structuring/tradihg experience in European single 
and cross currency swaps in the 2-6 year maturity 
range are preferred. 



to experience. 


Please send curriculum vitae to 

G,P, Sioman, Assistant General Manaoar 
ASLK-CGER House, 22 Eastcheaof* 
LONDON E C3M 1EU 
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SENIOR FUND MANAGER 

JAPANESE EQUITIES, CITY 

We are retained by a major Institution to recruit a progressive, 
performance-orientated Fund Manager to take responsibility 
for the management of its substantial Japanese Equity 
Portfolios. 

Candidates will have a disciplined investment approach, 
strong interpersonal skills and a high level of commitment. 
He/ she will have extensive investment , management 
experience and be able to demonstrate a successful track 
record of managing. Japanese equities for a period of 3/5 
years, Tlie position carries a comprehensive package 
reflecting the importance of the role. 

Those interested should . send their curriculum vitae 
(including package details), or telephone in confidence, 
Richard A Fletcher> Managing Director, Fletcher Jones Ltd, 
10 Charles II Street, St James, London SW1Y 4 A A. 
Tel. (071) 839 9002, Fax. (071) 925 0502. 


Fletcher Jones ltd 

EXECUTIVE RECRUITMENT* 


EUROPEAN- 


I SWIM I 

iv5553Tffi»5?¥i 


OFFICER 

Intenmuritune 

Group 

Expanding private 
shipping company 
seeking accomplished 
procurement executive 
reporting to the Senior 
Slipping Executive. 

The successful 
candidate will be an 
experienced negotiator 
able to source and 
supply high quality 
resources necessary to 
the shipping industry 
(marine equipment, 
steel, stainless steel, 
machinery, engines etc). 

Although the position 
will be Geneva-based, 
the ideal candidate will 
be comfortable dealing 
in the Soviet Union and 
Eastern Europe. 

Please fax resumes to 
Rdf SpOlio ann 
010 41 22-738 4680 


International Corporate Banking 

Marketing Officer 


c £32,000 plus excellent banking benefits 


Midlands 


While others contract, our client is committed to growinK «d» large 
corporate customer base. A superb opportunity for a first class corporate 
banker to deal with the largest companies in the Midlands and North. 


THE COMPANY 

O Regional Oflice of large global franking group. 

<> Prime rated, well capitalised and well cM.iblished in 
the l!K. 

^Excellent reputation for Imth corporate and structured 
financing, 

THE POSITION 

Key member of small team covering the Midlands and 

North. 

O Service existing core client Ivjse anti develop new 
business in the Large corporate market. 



O Market lending, ‘•mictured final* e anil he.iMirv pnidin.lv 

QUALIFICATIONS 

o At least five war* coqxmiii* banking c\j*eiiem.c with 
excellent .1n.1Klk.1l ski IK. credit naming and proven 
marketing ability. 

O Well educated, preferable aged JH-.-ts and 
pn^fessi< mally qualified. 

O Resource lii I sell-. -.tarter who thrive-. in small highly 
piofessionai team 

Please unle. eiklf-mg hilt i \ . Uel HKdhH 

NBS. Bennetts Court, ft Bennetts Hill, 
Rirniingliani. B 2 5 ST 
021 - 233 » 0 S 6 


N FINANCIAL SERVICES RECRUITMENT 


SLOUGH • BIRMINGHAM • MANCHESTER - BRISTOL • GLASGOW • ABERDEEN 


Property Funds 


New £200m+ opportunity . 

Exciting growtii company 

Top Salary+mortgage, passion, car etc 

Britannia Life has entered into an agreement to acquire 
. Crusader Life assurance company which win add some. 
£800mof investment fundi including a £200m diversified 
property portfolio. Britannia Life’s yn*mg investment 
team has one of the best trade records in the industry ' 
and as put of tbeir growth strategy has been looking 
for an opportunity to develop a property fund for 
sometime. 

Tb build up tins portfolio and its income stream die 
company wisbes to recruit an experienced property 
.investment manager This is an excellent opportunity for 
a skilled professional to establish a new team capable of 


H Britannia Life 


converting a fairly random spread of properties into 
a strategically planned and growing large scale 
property fond. 

Professionally qualified, you will have experience of 
development, funding and joint ventures probably 
gained as die ‘number two’ in an institutional team or 
possibly with a developer or the profession. 

This is an exciting opportunity to take a lead role in 
developing a major business for a young and aggressively 
growing group. The remuneration package and more 
particularly tbe career prospects will attract the highest 
calibre of young professionals. Relocation to Scotland is 
available, if appropriate. 

To apply, m confidence, please send a detailed CV 
including salary requirements to Douglas Kannaird, 

PA Consulting Group. Number Two Blythswood 
Square, Glasgow G2 4AD, quoting JRet 5126/FT. 

PA Consulting 
Lri Group 


JZ/m. Group 

. .. . Creating Business Advantage 

ExeaMhr Rccnutnwni - Hiuawi Rciautcc Comaluncy ■ AihatUilgnilCMiiiDlalioa 


BUSINESS DEVELOPMENT 


Herts based 


CORPORATE LENDING MANAGER 

c £35,000 package + car 


A highly respected financial services Group is building on its success to date by opening a new branch 
operation in Hertfordshire to provide quality banking services. 

As part of a small team, you will play an integral role in the development of new business in the Northern 
Home Counties. Responsible for marketing the full range of services provided by the Bank, you will be 
targetting small to medium sized corporates and substantial private investors. This broad based role will 
encompass the presentation of credit analyses and the detailed structuring of lending proposals. 

Ideally, you will be ACIB qualified, aged 30-40, with a proven track record of obtaining new corporate 
business and have a thorough understanding of banking operations and procedures. Knowledge of and 
credibility with the local business community is essential. 

You will enjoy the challenge of marketing, be self motivated and be seeking to progress your career 
further within a prestigious group. 

if you are attracted by this outstanding opportunity to work outside London, please telephone or send 
your curriculum vitae in confidence to Richard Lyons. 


INTERNATIONAL FINANCIAL RECRUITMENT CONSULTANTS 


7 Birchin Lane. 
London EC3V9BY 




Tel: 071 895 8050 
Fax: 071 6262092 



A member of The Devonshire Group Pic 


APPOINTMENTS 

ADVERTISING 

appears every 
Wednesday & 
Thursday (UK) 

& Friday 

(in the International 
Edition only.) 


NORWICH UNION FUND MANAGERS 


LIMITED 


LONDON BASED 

B I SINE S S D E V E L 0 P M E N T M A N A G E R 
CORPORATE PENSIONS 


-377 (i4SN; 


Various houses are. seeking experienced sale 
people » cover Gdmany. Preferably fluent 
speaking German, but not essentia]. Good 
packages. _ . 


Ukand European houses are seeking 
experienced sales people to cover central banks. 
Good packages. 


Various Houses seek quality individuals with 
experience of Private Placements, LDC etc. 
Good packages. 


Various security bouses and banks seek 
experienced USS co cover UK accounts. An 
established client base is essential. Good 
packages. 


Several bouses are seeking sales people 
covering Italy, Spain and Portugal. Essential to 
be fluent in the language of the country being ' 
covered. Good packages. 


Various quality bouses seeking a French 
National to cover France. An esta b lis h ed client 
base is essential. Good packages. 


Top qualify bouses are seeking to recruit MTN 
special is ts. Knowledge of writing programmes 
would be an advantage. Good packages. 


Two prime name bouses are looking for 
experienced treasury salespeople to cover 
Germany and/or Spain. Exposure to a broad 
range of treasury products, including FX options 
together with fluency in German and/or Spanish 
is a pre-requisite. Good package. 


Several quality houses are seeking high calibre 
candidates trading either German or French 
Government Bonds. Knowledge of ECU's coukl 
be an advantage. Good packages. 




Several houses seek experienced people for 
the above. Fluent Italian is a must Salary 
negotiable. . 


AH applicant** .win be treated in tbe strictest confidence. For enquiries outside business boms please cattOS 1-364 1 833 

CAMBRIDGE APPOINTMENTS 

232 Shonxfildh High Street, London El 6PJ. Fax No. 071377 0887 
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Ms. Rachel Hany 

. Personnel Department. • 

J. Henry Schroder Wagg & Co. Lbnited 

120 Cbeapside, London EC2V 60S U.K. - . ... 


T HE BA NK OF 

w Butterfield 

CAREER OPPORTUNITIES IN BERMUDA 

Tbc^ TriMtDepMtmeatqf’nieBankcfBa nei&id . due loae-orgu mM C ion 
and growth, is seeking quaEficd applicanu Cor the following vacancies: 

Trust Manager 

Duties IRespoxsibOhia: Under tbe duectiau of die Senior 
Manager - Tran, the Manager wiD uswe mpooaibffity for a group of 
TnmOtSccw are! AdmlniswriveAirirom who are dinged with daily 
arim migration of a dhrerrifi ed portfolio of Thuts. Co mp a n i c r and 
Agency Aooobob. Tho Mango's principle objective! will be u> ename 
ihac- 

■ a high level of eiienC service is achieved and maintaine d; 

• ibe technical ■umm of the staff are maximised; 

■ fee income if appropriate and charged on a timely basis; 

• ac c ount reviews are up to date and effective. 

Qtt aiifjcat ionsJExperience: 

• A nmvcxrity degree or professorial q nriififiTion in the Troat 

area. 

• Extensive technical knowledge of off above tram work and 

related aspect!. 

• At loam tea years experience m Thim work. 

• Ability to motivate and manage naff 

TYust Officer 

DutiesilttapoimbiJituu: Under ibe direction of a Manager, or 
his/her deltaic, tlx: xaccessfolappliciiiii will be icspoosiUc for admini- 
steriog trust and agency accomts, with ifiveraified investment ponfotiot, 
acoocding to die lenni of the Tram Deads or Agency Agreement; Bailing 
with diems and tbeir professional advisers; liaising with portfolio man- 
agers regarding investments; autborising/monitoring tbe purchase and 
mde of securities and other amets; assisting the Managerwith the dajr^o- 
. day a dmmi st rati on of a Trost group which i nri a dea ma n ag in g the 
productivity, performance and tzammg of staff. 

QwIifi c a / iomsfE rprri eHC * : A minimum of 5 years Trust Ad- 
Biiai« B»aon expeoeneg (Aforth Ai neii ca uA /K) i* roqnired. AC3B.A2B 
CffMninMdr rigit sriinopid iMa blB. Knowledge of intemational trust, 
woridwkle iiw ciiiuem and globri settlement pnxxd on at definite astet- 
Mbw dem on n r aiB very good a Uer p en ona l ^iDa. 

We slftrlbtisMttM casuBdatei a tax free esudronmeat in one of 
the moot beautiful resort areas la tbe world. Salary b payable b» 
P a — da DoRara at par wkh the US Dollar. Fntt hospital and 
mwlkal fauto-juroe benefits and uovhig allowance. 

QuaBfied applicants should write la eonptde confidence to: 
Mr Greg Mefayfc,Manager, Personnel Administration, The Bank of 
N.T. Butterfield & Son Lid, Personnel Department, PD. Box HM 
1S5, Hamilton HM AX, Bermuda or Fax: (809) 292 2073 before the 
doetag date 7 June 1991. 


Norwich Lluion, Mill enjoying the coniinuuus 
growth of the Iasi tew years, isa UK market leader 
ami ijiic of the top ten insurance and (inancLil 
services groups in Europe. 

Norwich Union Fund Managers Limited ( NL'FM ). 
is a member uf IMRO and manage* funds in excess 
of £18 billion. Its Investment Marketing Team is 
now expanding operations in the corporate 
pensions market and invites applications from 
enthusiastic. sriT-mutivated individuals who will 
operate from a newly-created London base. 

Successful applicants will hatv established links 
with a wide selection of leading consulting 
actuaries and other pensions intermediaries and 
be able to demonstrate a proven track record of 
new business generation. 

Key tasks include the promotion of NUFM's 
Investment service at the very highest level. You 
will join a team which has overall responsibility 
for client presentations and developing 
investment marketing for the Group's corporate 
investment products. 


NORWICH 
UNION M 



& Schroders 






R.P MARTIN pic 


Are looking for experienced off balance sheet and 
interest rate swaps brokers for a rapidly expanding 


If you are looking for a new challenge then send your 
CV. to: Mrs Rachel Brazier, Personnel Manger 
RP Martin 
4 Deans Court 
London EC4V5AA 


BARINGS 


Merchant Banking 

Baring Brothers & Co., Limited wishes to recruit an Executive to work 
on their expanding Scandinavian business as part of their successful 
London-based European team. 

Suitable candidates will probably be university graduates, between 25 
and 28 years old, possessing a high degree of numeracy and an ability to 
communicate dearly both orally and in writing Experience and relevant 
qualifications will be an advantage. 

Salary is negotiable according to experience and benefits will indude 
mortgage subsidy, non-contributory pension scheme and BUPA 
membership. 

Applicants should write, enclosing a curriculum vitae, to: 

N. D. Brown, Director, 

Baring Brothers & Co., Limited, 

8 Bishopsgate, London EC2N 4AE. 



likely in he mer 3 s . -ui independent and critical 
thinker, you man uImi he mnucr-alc and haw 
highly developed written and verbal 
communication skilh. 

A fully competitive valary, backed by a first class 
benefits package including perform ante related 
bonus and comprehensive relivatiun assistance 
where appropriate, awaits the success ltd 
applicant. 

We are an equal opponuniiies einplov'er and 
happy to i (insider applications front rcgislctvd 
disabled persons. If vnu measure up to the 
qualities highlighted in this advertisement, write 
now will! bill ev to: 

Miss DcidrcCijhin 

Personnel Su|X.rintcntlent 

Norwich I'ninn Insurance Group 

Sumy Street 

Norwich 

NR I 3\Ci 

or ring Julie Piper on ((Xaiji oH3M l > for an 
informal chat. 


APPOINTMENTS WANTED 


SALES PERSON 

Sales Person with Political 
Consulting and Economic 
Development Background 
seeking new challenge. 
Write: 

P.O. Box 11028 
St Petersburg, FL 33733 
USA 


CHRISTIAN 
TECHNICAL/ 
PRODUCTION 
DIRECTOR 
Manufacturing and service 
industry background seeks 
appointment as M.D. of small 
to medium sue company. 

43 yean. • married ■ 2 children. 

Flcuc repl) to Mr Barry Ridunhoo. 
17 Subic Lane, Sect Green, Back, 
HP9 2VT or phone tUW 3407 
after 7JOO pm- 


EUROBOND/FUTURES 

BROKERS 

A leading money broker has 
vacancies for junior Brokers 
and would like to intenriew 
applicants with Eurobond 
and futures broking 
experience. 

Please write Box A1510, 
Financial Times, 

One Southwark Bridge, London 
SE1 9HL 
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The Polytechnic of Central London 

Executive Assistant 

LONDON W1. Salary c £25,000 

The Top Management of this Higher Education 
Institution wishes to recruit a numerate man or woman 
to support the policy development, and the day-to-day 
administration, as their Executive Assistant, supported 
by existing secretarial staff. 

Candidates must be graduates with excellent 
computer literate, written and spoken communication 
skills, and have several years administrative experience 
with a substantial employer. 

An analytical approach to work, experience of 
researching and drafting reports and policy papers, and 
familiarity with computer data manipulation are essential 
for success in this new post A self-starter who displays 
energy, confidence and diplomacy and wishes to add 
high-level experience to their career development is 
sought 

Please write, with your current CV, making dear 
how you meet each requirement to the Personnel 
Department, Polytechnic of Central London, 309 
Regent Street, London W1R SAL quoting reference 
number HMM/EA. Closing date Is 6 June 1991. 

PCLlsan 


Opportunities 

Employer. 



THE POLYTECHNIC 


OF CENTRAL LONDON 


UN ADVERTISED VACANCIES? 

MAKING A CAREER MOVE? 

OamttomiKmur meimtba inowrmtM mtM ieri mmnt KwmxadrK***. 
are— 

■ UMroptovnd c*»nu an •utwnKteaB* ragisa«n>tl tor conwftwcy ot interim maatipmwni 
MUmn i BB . aTbfiUXcMVVnsinaoaroaiplaccnwmnivicat. 

■ Sp»cW«fwc*for0CPATS. 

CM pwnMrasfoffic* fori matting vMm cost 
SMtataw brtumiMMDHMm facUMMaBB 

n hit MtmaaM necm-mam 


(.dnnain/i! •. Mainland 


CURRENCY OPTIONS TRADER 
to 45K BASIC + M. SUB + 

To mow to a Major Inwnaifenal Bank witfi an wtcalam pruenoa and targe 
share ol ttn marital totes curtain quaHss. 

You must be adive In tfw marfeot hava mt lestt seo years fracing experience 
and be wey entfwstastic In your approach to join this rapid? expanding team. 
For this you wM be rawarded with a generous staring salary and fiil banking 
benefits Including a mortgage subsidy, ear, pension ♦ SUP A. 

Far mote delate cal David Dent on 071 -6132200 at Mehael WMams 
Assoebaea, 6 Pundarson Gardena. London E2 - BOH or Evea/WJEnds 
on 061-306-7248. 


VHr T T ’- .rp 


ANGLO-SAXON LAWYER 

Geneva based 

Swiss citizen, English speaking; fluent French and 
Hungarian, with many years of experience in multinational 
companies in Switzerland, seeks interesting position. Open 
to all proposals and free to travel, is also interested in 
opportunities related to Hungary or other (Eastern) 
European countries. 

Hr— » wHr to Bent AI539, Haifiri Thani 
One South wait Biidn. Londoa SE1 9HL 



AlBank AlSandi AlFransi 

SAUDI JOINT STOCK COMPANY 

WANTED 

SECURITIES TRADING 
HEAD OF BACK OFFICE OPERATIONS 


We are a leafing Sami Arabian joint venture bank wfti an important iscwBies operation and mutual fund 
business. Operating mainly in the US equity markets, our activities in the principal European and Far 
Bs^ammarkaPramalMsiBnaamtaridgroiwrignpIdV- 

To ensure effective management and control of our expendng business, we need an exparigneed Head of 
Back Office Operations, who should be: 

* Familar with International settlement procedures and the operation of cuskxfial functions. 

* Famifcr and competent with computerized repotting systems tor the preparation of Giant valuation*. 

• Having a minimum five years relevant experience bi an krastment Institution. 

• Knowtedgeabte in operating Personal Computers. 

The successful caixSdate wit manage a tram of four staff based in Riyadh. Saudi Arabia and w® report 
drectfy to the Head of Investment Banking. 

Concfitions of employment and salary package wil be commensurate with Ihe applicant's qualifications and 
experience. 

CVe and experience documents in English should be submitted within 2 weeks and be addre ss ed to: 

MAIL' ALBANKALSAUOfALFRANSI 

Corporate Human Resources Division 
P.O. Box 56006 
Riyadh 17554 
Kingdom of Saudi Arabia 
FAX; (966 1)404-2222 Ext 1454 

Applications wfll be tressed in strict confidence. 



fS$| isa International is the world's leafing payments systems organisation, 
pUprovidzng services to over 21,000 financial institutions worldwide. Managed 
from the London office in Kensington, the Europe* Middle East and Africa Region is 
the fastest growing of the 5 regions. 

Member Ride provides senior management with the support needed to protect the 
financial resources of the worldwide membership and the Visa Mark. 
Responsibilities include management of country risk issues as well as institutional 
solvency concerns. In addition, the Member Ride Executive represents the interests 
of the region's member institutions in the development of worldwide risk 
management procedures. 

Applicants should possess a good first degree and Ideally a higher q u a lification in 
either Business Administration or Economics. Experience of banking regulatory 
matters or similar risk management experience in inter-bank lending as well as 
country risk assessment skills are essential. Applicants must also possess the 
commercial awareness, credibility and personal skills to discuss complex issues at a 
senior level. Language skills in addition to English would be usefuL 

The position offers a highly visible role with attractive career growth. The benefits 
include car, mortgage subsidy, non-contributory potakm scheme and private health 
cam. 

Please write with full details of career and current salary to Jenny Lever, 

Hitman Resources Executive, Visa International, PX>. Box 253, London, W85TE 


— -HUNGARY 

Commercial 
Legal Expert 


buyouts; property transactions. In addition, you wiD be 
active part in the transfer of know how to local legal staff. 

You should be a British Citizen with a proven record of leg al exp ertise 
gained within a British corpor a te tow firm. 'fou must have experirooe in the 
odds coffined above as well as in the application bf British .corporate and . 
commercial laws. Some knowledge of intematkmal corporate and 
commercial laws and, in particular; the Swiss tows will be an advantage. 

A salary (UK taxable), commensurate with qualifications and experience 

wffl be payable for the 1 year appomtmenL • 

doting date for receipt of completed applications Is 5 June, 1991 . 

For farther details and application form, please write to Mr T Finnigan. 
Ref Mb AH3S4/TF/FT, Abercrombie House, hagZesham Road, East Kilbride, 
Glasgow G75 8EA, or telephone 0355 843538. - - 

ODA is commuted toapoBof of equal o pp ort unitie s *nd applications for this 
post ant sought from both men and teamen. 


OX 


OVERSEAS 

DEVELOPMENT 

ADMINISTRATION 

BRITAIN HELPING NATIONS TO HELP THEMSELVES 


THE LEK PARTNERSHIP 

ASSOCIATES M CORPORATE STRATEGY CONSULTfiNKS (LONDON) 

Major international strategy consulting firm. Started in 1983. the company now ha* over 220 
profastionti* hi seven oflteea around the world. W» am currently recruiting Associates to join our head 
office in London. We Invite appfleationa from graduates Ms summer a* wel at from recent graduates wflb- 
1-2 years' wcxk experience. 

RoaMon Aa members of anal learns of Wghiy laotiwated p io tasti ontis. Aa s odatas astist it. 

the process of research and analysis, leading to the formulation of eftoctiv* 
s&ategjaeforourcfients. 

Qua MI catfcma * University education with an excellent academic record 

* Good quanttotta and oommuntcation sfdBs 

" Age rw>ge 20-26 ' ■ 

* Languages useful but not essential 

Ramunaratlon Wa wish to attract candktauis of the highest csfibre and ttis is reflected i 
competitive remuneration package. 

The position is particubriy attractive to those applicants who pfan to go to business school in 2-3 yaarafv 
time. 

Please write (doting dale May 31, 1981) enclosing acunfcufum vitae to: 

Shade North (Ref. FT) 

Recruiting and Pteoement AdmMstreior 
The LEK Partners h ip 

The Adelphi Bufldhg, 1-11 John Adsra Street LONDON WC2N 6BW 
LONDON - BOSTON - SYDNEY - LOS ANGELES -MUNCH - PARS - COPENHAOBtf 


FINANCIAL PLANNING MANAGER 


West of London 


Age 28-35 


c£40 f OCX) + Car + Bonus 


This biotechnology Group has a turnover approaching $10 billion and employs 
over 50,000 people worldwide. Their sustained profitability and dramatic growth 
has been fuelled by a commitment to massive investment in R&D that will 
enable the group to expand and thereby achieve their dearly defined global goals. 

In order to successfully carry out this objective they now seek to appoint a first 
class Financial Planning Manager for their European operations. 

The role involves significant input into the structuring of specific Joint 
Venture projects throughout Europe, the analysis of complex contracts and 
long term strategic financial planning. The position also interfaces closely with 
the European Taxation and Treasury departments and has considerable 
involvement with the various Marketing divisions of the Group. 


The successful applicant will have an AGA and/or MBA qualification and will 
have an outstanding record of achievement gained within a multinational 
environment. 

Experience of Finandal Planning for International Joint Ventures will be a 
distinct advantage as well as a knowledge and understanding of the importance 
of the lax and Treasury functions in structuring International contracts. 

Strong financial skills, entrepreneurial flair and outstanding communication 
skills are key attributes for the position. A European language would also be an 
advantage as a substantial amount of work will be carried out in Europe. 

Career prospects within the Group will be limited only by personal ability. 


If you feel you meet the exacting standards that this organisation has set 
please write to Simon Hewitt, enclosing a detailed CV, at the address below. 

ROBERT ♦ WALTERS ♦ ASSOCIATES 

RECRUTTMENT CONSULTANTS 
Queens House, 1 Leicester Place, Londoa WC2H 7BP 
Tel: 071 437 0464 PBDC 071 437 0507 


INTERNAL A 


The London-based banking affiliate of a major, 
international group seeks an experienced Internal 
Auditor. 

Working alone and reporting to the Audit 
Committee c o mp ri sed of Directors of the Bank you 
will be required to ensure that all departments 
conform to established procedures and that 
systems and controls remain effective for the scale 
of operations. As required you will liaise with the 
Bank's external auditors and also monitor 
compliance with Bank of England regulations. 

Your previous experience may be as a accountant 
with at least two yearn experience of Bank Audit or 
as a banker with a wide background in operations. 

Hours of work can be flexible and salary will be 
negotiable at a level reflecting the importance 
attached to this position. It will be s u pported by 
the usual banking benefits. 

Interested candidates should send a 
detailed C.V. to Box A1520, Financial Times, 
One Southwark Bridge, London SEl 9HL 




Price Waterhouse 


EXECUTIVE SELECTION 


Group Accountant 


c. £40,000 + Car Central London 


Our client is a £50m turnover pic 
with subsidiaries in high technology 
electronics and engineering. The 
group has expanded both organically 
and through a successful acquisition 
programme. A recent restructuring 
has focused operations and resulted in 
nil gearing leaving the group poised 
for further growth. 

A Group Accountant is required to 
work closely with the Chief Executive 
and Chairman in the group's West 
End headquarters. Effectively acting 
aa the CEO' s ‘right hand man’ you 
will supplement straight forward 


consolidation and reporting duties 
with ‘ad hoc' project and consultancy 
work. This will range from taxation 
and treasury work to profitability 
improvement and acquisition studies. 
There will be considerable liaison 
with the management teams of 
subsidiary companies. 

Ideally you will be a graduate 
chartered accountant with experience 
gained in an industrial manufacturing 
environment. In addition to a 
thorough grounding in management 
and financial accounting, you will be 
familiar with internal audit and 


consultancy, tax and treasury 
matters. Computer literacy is vital 
Personal attributes should include 
enthusiasm, energy, attention to 
detail and, most importantly, the 
ability to work independently. 

Please write quoting reference 
MCS/8908 enclosing full career 
details and current salary to: 

Mark Hartshorae 
Executive Selection Division 
Price Waterhouse 
Management Consultants 
Livery House, 169 Edmund Street 
Birmingham B3 2JB 



Appointments 

Advertising 

appeaxs every 
Wednesday & 
Thursday 

& Friday 
(international 
edition only) 

For further 
information 
please call 

Richard Jones 
071-873 3460 

Teresa Keane 
071-873 3199 

Graham 

Loveluck-Ed wards 
071-873 3607 


financialtimes 

tW Wl t ItniNtM Nlwvan* 


Head of Finance 

Glasgow 

c.£45,000 + Bonus + Options + Car 

Our client is the largest division within a major distributor of essential 
_ commodities, servicing around 1.7m customers in 
Central Scotland. Turnover is £1 billion. Following a restructuring a 
new Head of Finance is to be appointed whose main 
task will be to work dosety with the MD In taking advantage of 
increasing market opportunities. Candidates must be 
fully qualified chartered accountants (CA or C1MA) with severe) 
years': experience of running the finance function of a 
large service-orientated company. Knowledge of effective 
. . computerised management information systems is 
essential, as are well developed commercial antennaa This is a 
challenging role for someone with sound technical 
skills, a "hands-on" style of management and the ability to 
contribute imaginatively to the future strategy 
of the business. Please reply, in confidence, with full career details 
to Peg Eva, as adviser to the company, at 
Selection Thomson Limited, 24/25 New Bond Street London 
WIY 9HD or 14 Sandyford Place; Glasgow G3 7NR 


Selection Thomson 

London and Glasgow 
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ACCOUNTANCY COLUMN 


US rules may be tightened after thrifts’ failures 


By Pratap Chattaijee in Berkeley, California, and David Waller in London 
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THE ROLE that loose accounting 
rules played in the. rise and fall o£ the 
US savings-and-loans, or thrift, indus- 
try, has been spelt out by Mr Richard 
Breeden, chairman of the US Securi- 
ties & Exchange Commission. The col- 
lapse of the industry ifi - expected to 
cost US federal government insurers 
about $500bn (£280bn). 

“Misuse of accounting standards 
played an extremely large and, in 
some ways, pivotal role in the reck- 
less growth of the thrift industry, as 
well as in concealing the depth of its 
problems," Mr Breeden said. 

“If misused, accounting principles 
can conceal insolvency from creditors, . 
investors and regulators," he contin- 
ued. “In some cases . . . the accounting 
rules may facilitate fraud on inves- 
tors. In other cases accounting 
principles may be used to Justify post- 
poning treatment or resolution of 
problems in firms at the very time 
that they may be expanding through 
the use of publicly-guaranteed funds.” 

Mr Breeden, who was speaking last 
September to the US Senate’s bank- 
ing; housing and ur ban affairs com- 
mittee, then described in chilling 
detail how accounting rules helped 
create an illusion of solvency and 
prosperity which was used to justify 
“not only expansion, but also divi- 
dends. enormous salaries, acquisitions 
and many other expenditures that 
drained caeh from failing firms”. . 

Since Mr Breeden made his speech, 
some large banks in the north-east of 
the US have collapsed, adding to pres- 
sures for., a radical overhaul of 
accounting in the hanking sector. 

In February this year, the Financial 
Accounting Standards Board CFASB) 


decided to study the possibility of 
allowing banks to set up separate 
reserves for loans in temporary diffi- 
culties. FASB is also working on stan- 
dards which will require banks to 
account for debt securities at cost or 
market values, whichever is the 
lower, a. system known as Locom. 
Shntiar standards are being consid- 
ered for all other forms of financial 
instrument. 

The central objective of regulators ' 
is not simply to eliminate some of the - 
more extreme accounting abuses 
found in the savings-and-loans indus- 
try. It is, to quote Mr Breeden, to help 
regulators, investors and other users 
of accounts “to make a much more 
meaningful assessment of the real 
economic value and risk exposures of 
a Wnandal institution”. 

Tinder frmgiriro-abio measure from 
the SBC, the US standard-setters are 
formulating proposals which will 
require financial institutions to 
account for securities and invest- 
ments at Locom. Stocks and bonds 
held for investment purposes are now 
valued at cost. Irrespective of their 
value in the market 

According to the regulators, the 
change would make the accounts of 
financial institutions more meaning- 
ful than they are now — and sflint 
nate “cherry picking”. This is a-, form 
of accounting arbitrage, much prac- 
tised by savings-and-loans groups, 
where ffnawriai institutions, take 
advantage of the accounting differ- 
ences between trading and invest- 
ment portfolios to wwriiwiap profits 
and mask losses. 

The technique was simply to shuffle 
securities between the two different 


types of accounts when their market 
values changed. “The continued use 
of historical cost accounting for 
investment securities has enabled 
institutions to 'manage' the timing of 
gains and losses,” Mr Breeden said in 
his speech. “'Gains trading*. Le. sell- 
ing profitable positions and holding 
losing positions ... had the effect of 
Inflating the thrift’s apparent 
short-term profitability whilst inevita- 
bly- leading to declines in future 
yields.” ._ 

Banks are reluctant 
to identity bad 
loans because doing so 
can affect their income 
statements adversely 

To remedy this, the accounting 
standards arm of the American Insti- 
tute of Certified Public Accountants 
has suggested that all debt securities 
will have to be accounted for at 
Locom unless it is possible to prove 
that tiie investment is being held to 
maturity. 

There have been two principal 
objections to this. First, some institu- 
tions believe the rules win interfere 
with normal investment decisions, 
forcing them to divest themselves of 
debt securities Ins likely to show 
short-term gains. Second, the Institu- 
tions say the rules apply only to 
assets and not to liabilities. That 
objection may be met in the long term 
as FASB is already working on a proj- 
ect to set standards for all sorts of 


financial instruments. In time, this is 
likely to tackle both sides of the bal- 
ance sheet - but not until Locom has 
become a formal requirement 

FASB is now working on defining 
the circumstances when loans can be 
described as “temporarily impaired”, 
a new classification which would 
cover those loans where original val- 
ues have fallen because the debtor 
cannot service them fully. The regula- 
tors say this move will make it easier 
to assess the real financial health of 
an institution. 

At present, if a bank declares a loan 
bad, it must be written down fully 
against reserves. This discourages 
banks from declaring the true extent 
of their problems. According to Mr 
Paul Rohan, project manager at 
FASB, the board would probably 
allow banks to set up a special 
smaller reserve for impaired loans 
rather than having to write them off 
completely. Banks say that they 
would be less reluctant to identify bad 
loans if doing so did not have an 
adverse effect on their income state- 
ments. 

For example: a bank lends a devel- 
oper $100 for a property under an 
agreement by which the developer 
pays the bank S16 a year for 10 years. 
Normally, the bank would take $10 off 
Hm original principal book $6 as 
income, but because of the recession, 
the developer aids up paying only $10 
for a particular year. 

Under present accounting stan- 
dards, the is expected to catego- 
rise the loan as “non-accruing" and 
use all payments to pay off the princi- 
pal. so that none of the $10 payment 
shows up in the income statement. 


Bankers want to change this by split- 
ting the loan in the accounts into two 
parts - a performing loan and a tem- 
porarily non-performing loan. The 
advantage of this is that there would 
be less of a blot on the bank’s income 
statement. 

Analysts are concerned that banks 
will be obliged to cut back their lend- 
ing and investing if they are hobbled 
by very conservative accounting. 
Indeed, some argue that conservative 
accounting militates against private- 
sector interest in buying what is left 
of the failed savings-and-loans institu- 
tions. 

For example, acquired intangibles 
do not now count towards the Bank of 
International Settlements minimum 
capital requirements of 8 per cent of 
assets. In other words, if a bank buys 
a $100,000 credit card portfolio at a 
premium - based on its expected 
cashflow - no matter how sound the 
cashflow, it cannot include this pre- 
mium as part of its 8 per cent mini- 
mum rapifal 

Hie Resolution Trust Corporation, 
the federal body that is required to 
salvage felled savings-and-loans insti- 
tutions. says this deters banks which 
would otherwise buy savings-and- 
loans portfolios. 

FASB does have a project to look at 
measuring identifiable intangibles, 
but it is not expecting to publish 
recommendations on this issue until 
the end of the year. 

The regulators and standards- 
setters hope that the package of mea- 
sures will make it easier to spot the 
next financial crisis at the earliest 
possible time - not when it is already 
too late. 


Help us 

solve 

this 



FINANCE DIRECTOR 

Circa £42,000 + performance bonus + car 

Wc nee 1 1 sumeiwe wiihouiM;iiiiiin£ finaini.il nMiuymicnl skills lulk'lp 
us fiyhi homelessness. Wc are a major chariuihk* housing jstucuium 
with urn- of the largest capital programmes in London loser ITS 
million i jnd managing home* »onh more than 1250 million. We has it 
just L-meipcd from a period ot financial difficulties jnd need a Finance 
Director u-hn can take charge uf our complci liiuia ul operations, 
deliver effective financial services and nuke a maim contribution to the 
overall management of the organisation You must tv able to 
demur i si run.*' 

- a successful financial management track record 

- strong staff management skills 

- experience of the capital market 

- project evaluation skilK 

II von uani to respond to 
this challenge and u oukl , Al ‘ • 

like more inhumation - ’ * 
please toniaci: f ■ 7 T 



Maureen McKeon 
Network House 
111 12 Nwld Parade 
Wcnihk-v Hill Road 
Mm Ids H.VtnOl 1 
us l -‘It 12 "U5U 


For an iiiUhhijI discussion omi.tci Derek Joseph u! II.\C\S mho is 
advising ihe Aswialion on this uppouiimeni on l>7l-M*i ■i4 , M 
Network Housing Association is an Equal I'lpponuniiies employer 
Closing date: 12th June t*«| 


On Thursday 6 June 1991 

The Financial Times will be 
publishing the 

Securities Industry Examinations results. 
For further information please 
contact Teresa Keane on 
071 407 5634 


ACCOUNTANCY APPOINTMENTS 
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c. £45,000 + 
excellent bonus 


International Engineering Projects 


Finance Director 


North West 


c. £40,000 + bonus 
+ benefits 


Major National Service Business 


Flexible location 


For the already substantial and rapidly expanding International subsidiary of a £500m UK group, 
strongly committed to. growth, investment and 'worldwide diversification." A board level, flexible role 
financing and controlling major projects i n vo l v i ng governments, joint ventures and institutional 
funding, providing vision for the future, together with ap pro p riate accounting support 


THE ROLE 

■ Reporting to the Managing Director,- with a Ugh dfcgrec of autonomy 
for miwvunt financial engineering -and development of international 

funding sources. . 

I To design, negotiate and manage the financing of. major projects, 
reporting on fond pc i fin nu tt and profitability, and ensuring s ta t uto r y 
; fop the a ub ai d in y i i a e i i a iuu .--- — .. • JZ— 22L. 


■ To eonrribiue to business development, scquMdon planning, resource 
utilisation and the areralL at r ai egic plana for g ro wt h and diversification. 


THE QUALIFICATIONS 

I Probably 30's/early 40 s, professionally qualified, internationally 
trained, computer literate. Knowledge of contract law, language skills 
and further business qualifications highly advantageous. 

I Ea ten s i ve experience of international p roj ect finance involving insti- 
tutional and co mm ercial partners, with proven success in cnooact neg- 
otiation, fond management and effective financial controL 
M G v cati vetiMKxmnmCToniUy b a aedi <vi«h maturi ty an d statur e ro manc e 
imhanm tial fond*, high level dia cra nopg and to sustain int e r na t i onal 
credibility. Seasoned traveller relishing challenge and variety in a 
demanding environment. 


Director of Finance 


First class opportunity to join newly formed management team of recently created £350m turnover 
business, part of major national service provider. Seasoned finance professional sought to make a 
vigorous contribution to achievement of stretching performance targets. Fascinating opportunity to 
influence the profitability and performance of thriving business in dominant market position. 


London 071-973 0889 
Manchester 061-941 3818 


Selector Europe 


A Spencer Stuart Company 


rlrn v r reply, enclnriii g ftill JttaPa toe 
Selector Europe, Kef Fl 5903 1M, 
Bridgfc House. Ashley Road. 

Cheshire WAJ4 2UH 
061-941 Mir 


THE ROLE 

■ Key member of top ream responsible fur developing strategy and 
poli r i rs to achieve challenging financial and quality targets. 

■ Es t a b lis hm ent and management of an effective financial infrauruc- 
n uej n d the -Preparation of financial and management accounts. Develop- 
ment and control of the financial and information systems necessary in 
mamge the business and e ffe c ti v e ly measure performance. 

■ Lead. motivate and develop a team of 250 staff. 


London 071-973 0889 
M a nch ester 061-941 3818 



THE QUALIFICATIONS 

■ Qualified acvuununi with minimum 5 pars piM-qualilk.-aiinn experi- 
ence in a commercial berv ice led envirunmem. with a reuifd tif achieving 
Nucvx-ssful change. 

■ Recced nf implx- men ring MIS and rigorous financial disciplines and 
managing and motivating a large finance tram. 

■ Commercial and market -orirnLilcd fncu-* Able communicaiur « ith 
proven influencing skills and ibe ability (o perl i Km well both as a krader 
and a team member. 


Mease reply, enclosing full detail* to 
Selector Europe, Ref F35H05 1 L, 
lb Connaught Plant, 

London, W2 ZED 
071-0-3 O8R0 


ASSISTANT TREASURER 


City Age 28-35 

An opportunity has arisen within the treasury function of a worldwide 
fi nancial services group, with a turnover currently in excess of £2.9 billion. 

The range and complexity of financial policy issues feeing die group is greater 
than eve$ and it is in this atmosphere of challenge and increasing diversity 
that the appointment of an Assistant Treasurer is being made. 


c£40,000 + Benefits 


Reporting to the Group Treasurer, the Assistant Treasurer will initially be 
responsible for: 

• monthly management reporting of Treasui^ transactions 

• group cashflow and debt reporting 

• management of the installation and development of Treasury 

. Computer System - - 

■ liaison with controllers on accounting of finance subsidiaries 

• review of aH banking transactions. 

• supervision and training of staff 


The ultimate strategic objective will be to assist the Group Treasurer in the 
assessment of group wide capital requirements, dividend and debt capacity. 

The successful applicant will be an accountant with 2-3 years post 
qualification experience, preferably within a Corporate Treasury 
environment. Excellent communication and inter-personal skills are a 
prerequisite. 

This is an excellent opportunity for an ambitious accountant who would 
like to develop a career in the treasury field within a progressive, dynamic 
organisation. Remuneration will include a high basic salary and an executive 
car and other benefits. 

Interested applicants should telephone Tony Barnes on 071 437 0464 
(fax 071 437 0597) or write to him, enclosing a detailed CV to the 
address below. 


ROBERT ♦ WALTERS ♦ ASSOCIATES 

RECRUITMENT CONSULTANTS 
Queens House, 1 Leicester Place, London WC2H 7BP 

let 071 4370464 Pax: 071 4-37 0507 


Assistant 

Financial Controller 

Retail Operation Malawi 

£neg. + tax free sum + exc. benefits 
Our client, a prestigious British International Company, has 
the management agreement to manage a large 
trading/ retail operation. It operates wholesale stores 
throughout the rural areas, large wholesale depots in the 
urban areas as well as supermarkets retailing looJ and non- 
food items. Goods are both imported and sourced locally. 
The present Financial Controller, who reports to the M.D., 
now needs a No-2 who can take over from him in due 
course. 

It Is essential that candidates who are qualified Chartered 
or Management Accountants have had at least two years 
experience within a substantial retail operation. Some 
overseas experience would be ideal but not essential. The 
preferred age range is 28-35 but more important is Ihe right 
experience. 

Terms and conditions of employment are excellent and take 
full account of the location and the expatriate nature of Ihe 
job. 

Please write - in confidence - will full career details to A.D. 
PenavnL 


Ravenscroft & Partners 

Search and Selection 
20 A*»n Square, Manchester M2 5PE 


. V. - 






EAST MIDLANDS 


C £40,000 + CAR 






For a division old British group wtiose fMCG products lead 
ihoir secfor. Tliis success Is flrmty Dosed on design 1 • 
excellence, quality and service hi some of the most 
fajmptftttveand price sansitivflmarkBts. 

Reporting lo Bie Managing Director you win contribute to 
strategic antf ^operofioiKildeciston mailing as port of o .. 
strong Divisional Botnd. Responsibilities will Include. 
developing a finance team capable of deUvering.f&tt 
financial control and management. Rapid and enecthre 
reporting, cosh flow ami asset managementwitl be ongoing 
. issues. ;Tbe rote is bioodf? commercial wim some emphasis 
on cotf flflr prtdng and stock-control. 

A qualified accountant your technical mid managemmfi 
skHls should be well proven in fast moving, volume 


manufacturing businesses. You should be able to quiddy 
focus on the problem areas and bring a decisive and 
Irtnovuflve approach to solving them. The role is high 
profile with ample scope tor reputation building.- 

Please send full petsonai and comer details, including 
current remuneration level and daytime telephone number. 
In confidence to David Owens, Coopers St Lybrond Defoiife 
Executive Resourcing Ltd, 43 Temple Raw, Birmingham B2 
5JT, quoting reference D389. 


: 2 , \r*-\ O'V 



South East 


CORPORATE AUDIT 

Package c.£35,000 

SENIOR SYSTEMS AUDITOR 


Our client is one of the UK’s outstanding providers 
of insurance and financial services. Its Corporate 
Audit function has gained the reputation of providing 
services to the highest standard throughout the 
Group — both in the UK and internationally. 

An innovative Audit Professional, you will be a key 
player within this team providing strategic and 
operational review expertise at all management 
levels. 

Major responsibilities will include: 

• providing Independent systems evaluations and 
consultancy across the Group 

• appraisal of computer applications, systems & 
controls under development — within an IBM 
3090 environment 

• undertaking a variety of wide-ranging special 
project work and investigations. 


Preferably a qualified accountant with substantial 
technical and investigative skills, you will be used to 
conducting multi-task audit projects, often to tight 
deadlines and possess strong communication skills. 

Career prospects are excellent, with the Corporate 
Audit Group being a regular springboard to senior 
line financial management. 

Please call me, Kathryn Longworth, for an informal 
discussion or write enclosing a full CV to: 


ZEALAND JAMES & COMPANY 

17 Thame Park Road. 

Thame. Oxon, 0X9 3XD. 

Tel: 0844 261200 
Fax 0844 261690 


H 
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STRATEGIC ROLES IN 
FINANCIAL MANAGEMENT 

Based: London/Southern Home Counties 

This major UK-based, multiple-site retailer, a main division of a Top 100 company, possesses a portfolio of dearly positioned products addressing 
the distinct consumer needs of in excess of 4 million customers per week. It has a strong and continuing track record of substantial and 
profitable growth which has arisen from the development of its core business and a series of rapidly integrated acquisitions. As the Group is set 
for further development, it seeks to maintain the highest levels of expertise and professionalism within Finance and therefore wishes to attract 
three individuals of the highest calibre to add to the development of all levels of management information and decision making capability. 


Finance Manager c. £35,000 + Car + Benefits 

Reporting directly to the Ftnandal Controller, the Finance Manager will 
head a team responsible for producing financial and statistical data on 
business performance. You will supervise alt monthly management 
reporting encompassing issues such as sales, cash flow, profitability of 
retail units within the Company and Taxation. You must possess a strong 
systems ability combined with a talent for highlighting issues which are 
vital to senior executives throughout the organisation. 

This position will appeal to a qualified accountant, aged 25-30, with a 
minimum of two years' PQE gained within the reporting function of a 
major Pic. You will have a mature commercial approach and display the 
highest level of commitment in your career to date wtih a desire to form 
part of a highly motivated team. Reference MH839. 


Assistant Finance Manager c. £23,000 + Car + Benefits 
Reporting to the Finance Manager, you will form part of a team 
addressing all monthly management reporting issues and as a result will 
be expected to have a strong working relationship with all members of 
Finance and other departments throughout the company. Contributing 
to the development of a highly sophisticated computerised system, you 
will also be responsible for managing day to day reporting issues 
within a transaction orientated business along with the handling of 
special projects. 

This position is likely to attract a finalist CACA/CJMA or newly qualified 
accountant, aged 23-28, with at least two years' experience of a major 
Group. You must possess good commercial judgement combined with 
strong technical skills and have the ability to liaise at all levels of 
operational management Reference MH840. 


Business Development Accountant c-£35,000 + Car + Benefits 
Reporting directly to the Financial Controller, the Business Development 
Accountant will form part of a team to strengthen forecasting, planning 
and analysis within Finance, developing the role into a function providing 
commercially orientated advice in relation to future business direction. 
You will have the ability to identify and develop systems-based solutions 
to provide superior levels of management information, allowing time to 
address commercial issues facing the Company. 

The successful candidate will be a qualified accountant aged 25-30 with a 
strong academic background and a minimum of two years' PQE gamed 
within a Blue Chip environment Other essential attributes will include 
first class interpersonal skills, strong motivational qualities and a highly 
inquiring and analytical mind. Reference MH838. 

The company is committed to offering career progression at the earliest 
opportunity and has a proactive approach to staff development 
Individuals who consistently perform well and strive for excellence can 
expect opportunities to arise within both this division and other group 
companies. To discuss these outstanding opportunities in greater depth, 
please contact Mark Rowley on 0483 303300 (daytime) or Michael 
Herst 081-502 1247 (evenings). Alternatively, write to them at the 
address below, enclosing a frill curriculum vitae, quoting the 
appropriate reference number. 

HARRISON & WILLIS 

10 Quarry Street, Guildford, Surrey GUI 3UY. Tel: 0483 303300 
LONDON • BRISTOL • GUILDFORD • READING - ST ALBANS 


, FINANCIAL TIMES 

Financial Recruitment Specialists | euhope s business newspaper 

INVITE YOU TO A 
BUSINESS BREAKFAST 

THE DEMOGRAPHIC REVOLUTION 

The implications of a shrinking workforce 
for recruitment policy 

ON TUESDAY 18TH JUNE 1991 
AT THE SAVOY HOTEL. STRAND, LONDON WC2 
8.30AM TO 9.30AM 


The talk will be given by Jane McLoughiin, former Business 
Editor and Woman's Editor of The Guardian and author of 
The Demographic Revolution' (Faber 1991). 

By 1994 there will be 1.2 million fewer school leavers 
entering the workforce than in 1988. 

The talk will address the implications of this shortfall for 
employers and will cover 

• Changes in Recruitment Policy and Standards. 

■ How the workplace and traditional work systems must 
adapt. 

• Implications for employers' spending and investment. 


• How the demographic revolution will alter people's 
expectations from work. 

• The effect upon Financial Institutions. 

Jane McLoughlin has worked on the staff of the Daily 
Mirror, Daily Telegraph, Daily Mail and Observer and was 
both Business Editor and Women’s Editor of the Guardian. 
Now a freelance journalist and author, Jane is a regular 
contributor to the Financial Times and Evening Standard 
City Pages. Her books include 'Asias's New Industrial 
World' (as co-author), ‘Women and Employment 1 and most 
recently ‘The Demographic Revolution’. 


Please note that places at the breakfast are strictly limited 

If you wish to attend the Business Breakfast, please write to Rachelle Nelson at Robert Half. Freepost, 
Walter House, Bedford Street, 416 The Strand, London WC2R OBR. (Telephone: 071-836 3545). 




Unser Mandant ist in Europe em fohrendes, baracnnotiertes B era tungsu nternehmen for den Finanzberdch. lm 
Rahman der wdteien erfolgreichen Expansion hat er em neues BOro in Deutschland (Dussddorf) erdffnet- FQr dicse 
emzigartigr Heraudbidmingsuchen wir for unseren Mandanten einen Mitarbeiter mir Erfehrung im 

Controlling/ WP/Rechnungswesen oder Banking 

fur Beratung im Finanzbereich 


V 
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Der geeignete Kandufat hat/ ist: 

- 28-33 Jahrejung 

- 3-7 Janre Emhrung im Finanzbecekh z.B. Controlling/ 
Fiuanz- und Rechnungswesen/Revision innerhalb 
indusrriellcr Umcmehmen, 
Wirtschafteprufungscesellschaften oder 
kaufrnSnnische Fachkenntnisse erwofbcn im Bank/ 
Finanzdiensdeistungsberach 

— Abgeschiossenes Hochschulstudium 

- Hetvorragende KorrmiumkatkmsfShigkeit und einen 
ausgepragten Sinn for das Geschafdiche 

- Ausdauer, Selbstmotivation und Flexibility t 

- gute engUscbe Sprachlcenntnisse 

Fur weitere Informationen stehr Ihnen Herr Eduard 
Hoebertehcs unterTHefon (0031) 40435 115 oder Heir 
Terry Benson unter Tele foci (0044) 71 S3 1 2000 game 
zur Vbrfogung. Audi wenn Sie im Moment 
rucht an einen Wbchsel denken soil ten Sie 
mil ihnen sprechen. 


Er/Sir trajzt die \ferantvrortung fun 

- sdbstfinaige Betreuung von Auftragen for 
(intemationale) Kunden 

- untexfaalten von Kontakten bis aufhfichster 
Managementebene 

- Entwicklung von Marketing Strategical. 

Es erwarter Sie dn junges, dynamiscbesleammithohm 
GestaJmngsmo^ichkcaten. Ein atrraktives Grundeehalt, 
Bonustegdung, Firmenwagen sowie hervorragende 
Aufrtiegsmdguchkeiten. 

| Noe fa unsfcher? Rufeq Sie uns btoe an. 1 

Eire schriftikhen Bewerbungsunterlagen konnen Sie, 
unter Angabe der Re ferenznu miner EH/ 189 an foigende 
Adresse rich ten: 

Michael Page International, 

Esplanada Gebouw, Begijnenhof 35, 

5611 EK Eindhoven, The Netherlands. 
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Michael Page International 

Pfcrsonalbe rater im Finanzbereich 

London Amsterdam Antwerp Brussels Eindhoven Paris Lyon Sydney Melbourne 


~ r-« 



QUALIFIED 

ACCOUNTANT 

Fast glowing 
company based in 
Central London 
requires dynamic 
accountant with a 
flexible attitude. 
Must be computer 
literate and have 
all-round experience 
Salary commensurate 
with experience 

. Please write Box A1518, 
Financial Times, 

One Southwark Bridge, 
London SEl 9HL 
or fax: 071 235 0775 


CX33,000 + car 

Our client, bosed in NW London, is on inte motional medium-sized ptc witii 
a very successful record of araonic growth in ffais country ano overseas. 
The Group's skills m product design and marketing, coupled W, ”V S, ^J§ 
and effective management, herve ensured that its fa mil tor brooded 
consumer products ore among the market leaders in the LHC and have an 

established presence in continental Europe and the USA. 

■ The Group is now seeking a versatile Group Accounting MortOger 
to further sfrengmen Hs corporate Head Office and manage the increasing 
demands for information required by the Board. 

Responsibilities will include the preparation and critical review of the 
Group's monthly manogement accounts, profit. and working capital 
forecasts, and the Group budget; technical issues; policies and procedures; 
and support for cosh and currency management. In addition the Group 
Accounting Manager will be expected to contribute to the consolidation of 
the annual published statutory accounts. The position reports to the Group 
Financial Controller. . _ 

Applicants should be qualified accountants with excellent commercial 
experience gained either of the centre of a medium -sized Group or in a 
relevant operating j company role. A hands-on flexible approach is 
required, together with sound persona!iorganisalio<i (and the ability to get 
results from a small team and from overseas finance staff Strong technical 
accounting skills and experience of PC spreadsheets are essential. 

Please apply in confidence quoting Ref L478 to: 



Brian H Mason 
Mason & Nurse Associates 
i Lancaster Place. Strand 
London WC2E 7EB 
Tel: 07 1 -240 7806 


Mason 


Selection & Search 


Group Financial Controller 

Milton Keynes £ negotiable 

A high profile appointment working in the Group Headquarters of a Leading 
electronics engineering company with interests in UK. Europe and the ISA. The 
Group is highly successful and has experienced signifiGant growth over foe last 30 


RespozisibQitias encompass .management of the Group accounting {unction, 
liaison with Company Financial Managers, ccmsotidatad period management and 
fmimffj a i acco unts fo ud oet a. 

The ideal candidate will be young, fully qualified and with management and 
computer experience. They will respond to the challenges presented by a pro- 
gressive, dynamic and growing organisation, whilst producing nondts. 

Senior Financial Accountant 

Doe to the continued growt h of tins Group, they are also looking to strengthen 
their existing Head Office accounts team by appointing a Senior Financial 
Accountant to undertake a variety of taste. Excellent career prospects. 

flpplirrantB ahonM heyonwg, d ynamic; rp mHTWt 

Ptoase write, enclosing ypor current CV stating your present salary to 
Leslie Sampson, damhwiafaa Personnel Se n dee s Lfanfted, Forest Base, 
Sherwood Drive, Btetchley, lMQDton Keynes MK3 6ES. Telephone (0908) 366766. 


CHAMBERLAINS 


PRINCIPAL MANAGEMENT 
ACCOUNTANT 

Develop your future as you develop our financial monitoring systems 
Bristol £25,000 to £28,000 + car + bonus 



NRA 


Head Office 


The National Rivers Authority is the strongest 
environmental protection agency in Europe, set 
up to safeguard the rivers, lakes and coastal 
waters of England and Wales. We have recently 
established a new head office In Bristol, and are 
expanding the finance function to give us the 
opportunity to develop our management 
reporting systems. 

Initially you will work dosely with the ten 
regions and all the head office departments that 
make up the NRA, to create and update 
reporting procedures,’ develop monitoring 
systems and assess information needs. As this is 
a rapidly changing environment, ad hoc 
projects will be many and varied. However, 
your key task will be the collation and 
interpretation of monthly management 
information. As a high-ranking member of the 
finance function, you wUi prepare repons and 
make presentations to senior managers. 

A qualified accountant, ideally educated to 
degree level, you will have substantial 


experience of working in large organisations 
and highly developed commercial acumen. 
Superb interpersonal skills are essential, along 
with a working knowledge of spreadsheets. 

Prospects are excellent, both at head office 
and at regional offices throughout England and 
Wales. We offer a salary between JE25.000 and 
£28,000, depending on experience, plus a range 
of excellent benefits including a contributory 
lease car and performance bonus. Relocation 
assistance may be available, where appropriate. 

If you would like to use your skills and 
experience in this challenging organisation, 
send your cv (along with details of current 
salary), quoting ref: 5125/pj/FT to 
Patrick Johnson, PA Consulting Group, 

125 Buckingham Palace Road, London 
SW1W 9SR. Closing date for applications is 
7th June 1991. 

NRA is an Equal Opportunities employer. 


MANAGEMENT ACCOUNTANT SALARY C£20K 

Required by an established company engaged in food processing and distribution, to act 
as assistant to the financial controller. An experienced accountant, part or fully 
qualified, will be responsible for preparation of monthly management accounts, cash- 
flows, budgets, etc. Must be computer literate and proficient in use of spreadsheets. 

Please write with full C.V. to Box A303, Financial Times, 

One Southwark Bridge, London SEl 9HL 





Turning over some £30m our client Is an established and 
successful Group providing services to me travel Industry. 
This is on exciting and dynamic business In which the 
critical success factors are speed ond efficiency. 

Reporting to the Managing Director the Financial 
Controller is a senior member of a young management 
team and your prime focus is fo deliver timely and 
reliable information tor the vital controls needed to ; - 
manage its operations effectively and profitably. - 
Managing some 20 staff you will be responsible for me 
full finance and accounting function and a key initial task 
will be to assist In file development ol on Improved IT 
and management information system. 

A qualified accountant, you ora likely to be aged in your 
early 30's with o proven track record as a thoroughly 


manoQer - Personal attributes must 
Include a high order oT communication and oeoola 
management skins In addition to me energy, dfSe and 

be accepted os a key player ui the 

management team. 

Please send full personal and career detaUs, indudma 


teveun confidence to Chris Hawodh, C^TSbrand 
Motlte Executive Resourcing Ltd, 76 StoeLane London 
reference CH829 
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is Britain's largest investment capital 
company - investing in businesses large 
and small, in the UK and internationally. 
Our portfolio totalled <£2.3 billion at 31st March 
1990 with investments in most sectors of industry 
and commerce, in over 4000 companies. 

We now wish to appoint a Chief Internal 
Auditor to lead a professional team responsible for 
the audit of 3i's accounting, financial and operating 
systems. You will initiate reviews of procedures and 
internal controls used in our UK. European and 
International offices. This involves both regular 
review and a variety of special assignments. Your 
prime task will be to ensure that 31 maintains its 
high control standards in the prudent management 
of the Group's substantial assets. The Group has an 
Audit Committee composed of Non-Executive 
members of the 3i Group Board. 


The need is for a qualified Accountant, 
ideally aged early 40's, who has experience of 
internal audit gained with a 'blue-chip 1 multi- 
national company. Essential personal attributes 
are proven leadership skills, sound commercial 
judgement and the ability to act independently 
when necessary. A second European language 
would be an asset as our international network 
continues to grow. 

The remuneration package of around 
£50,000p^L reflects the importance we place on 
this position which is based at our office in 
Central London. A relocation package is 
available if necessary. 

Please write with a comprehensive CV to: 
Paula Bates. 3i pic, 91 Waterloo Road. London 
SE1 8XP. Tfel: 071-928 3131 ext. 2772. 






HEAD OF LOGISTICS (Equities Division) 

To ensure the effective provision of centralised support services, 
by managerial strength, financial St IT awareness.... 
and business understanding! 

The management of the Equities Division or this leading investment bank has come to rely 
heavily upon its staff function, led for some years by a Chief of Staff who is now moving to a 
significant position within the bank’s European group. As an essential member of the 
management team, the Chief of Staff manages the interface between the Division and its 
support groups, establishing procedures and priorities, controlling costs and monitoring tire 
effectiveness of the services provided: perhaps even more imponandy, the Divisional Director 
looks to die role for broad-based analysis and advice on every aspect of the operation and its 
business management. Ideal candidates will be comfortable in and around the Equities 
marketplace (although our need is for knowledge of, not detailed expertise in!) but above all 
they will be proven managers, with authoritative and influential strengths, and effective 
communicators (both orally and on paper). They will be expected to deal on equal terms with 
the senior professionals in the finance, IT, personnel and organisation departments. The job 
demands project management skills, a powerful intellect, top calibre inter-personal strength 
and the ability to prioritise a heavy workload Management consultancy, probably at Managing 
Consultant level, could well be a relevant background, but that is indicative more of the 
characteristics we need than of any in-built selection prejudice. The combination of excellent 
salary, bonus and finance sector benefits Will attract candidates of the highest calibre. Please 
send full career details, quoting reference WE 1044, to Terry Ward, Ward Executive Limited, 
Academy House, 26-28 Sackvllle Street, London W IX 2QL Tel: 071-439 4581. 


WARD EXECUTIVE 


LIMITED 

Executhv Search & Selection 


FINANCIAL PLANNING AND MANAGEMENT 


International Transport. Property and Hotels Group 
London c. £40,000 + car 


Listed in New York, headquartered in London 
and with operations throughout the world, the 
Group is a market leader in the transportation 
sector and is active in a range of other business 
areas. Turnover last year was over £200 
million. 

The international nature of the company's activities 
and its ambitious growth plans have led to the 
creation of this new position. Working closely with 
the head of finance annd other top executives, you 
will supervise a. small professional team with 
responsibilities which encompass international tax 
planning and compliance and statutory accounting. 
In addition you wifftake a leading role in a wide range 
of strategic projects. . including investigations ‘ and 
acquisitions. 

Touche 


This is a high profile position with outstanding career 
prospects and. to meet its demands, your experience 
and ability should be of the highest quality. Probably 
in your late 20’s to mid 30's and a chartered 
accountant you will be something of an all-rounder 
with broad experience gained from working with, or 
for. large international companies. You will currently 
be in a management position in industry or the 
profession and be able to demonstrate self-sufficiency, 
adaptability and personal energy, as well as excellent 
technical awareness. 

Please send a comprehensive resume, salary details 
and day time telephone number, quoting reference 
3208. to Neil Cameron. Touche Ross Executive 
Selection, 52/54 High Holbom. London WC1V 6RL 
Telephone: 071 -353 7361. 
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MANAGEMENT 

COKSUUMfTS 



MANAGEMENT ACCOUNTANT 
for 

GROWING PJRL BUSINESS 

AnestAbBArffainc^lPAcongiltmtysedginassiataatto 
both the Financial Controller and the Chairman- An 
experienced accountant the main role win be to manage and 
devdop both aLotos 123 management accounting system and 
an IBM System- 36 accounts package. Most be computer 
literate, proficient in me of- spreadsheets and preferably have 
experience pf Transferring magnal systems onto computer. ' 

A rt&t-flleeves approach Is as important a> strong systanu 
dwdflfiaait ABfc Ticfagtu.ippnprtate. 

; Please write with' faHCV.' kk 
J anet Hammond, 4 Co&e&c HIH.Lcodoo EC4R 2RA 


ACCOUNTANT 

Qualified Chartered Accountant, 

■ enterprising character, with minimum 
2 years experience of reputable 
accounting firm, sought as C.F.O. 
for new stockbroking venture of 
previously highly successful individuals. 

. Starting -salary up to £30,000 with 
. substantial bonus possibilities. 
Shares may be made available at 
later date. West mid based. 

Write Box A1605, Financial Times, 
One Southwark Bridge, London SE1 9HL 


To advertise in 

The Top 
Opportunities 
Section 

please contact 

Elizabeth Arthur 
071 873 3694 

Stephanie Spratt 
071 873 4027 



FINANCE DIRECTOR 

Humberside 

circa £40,000 + Car 4 Bonus + Benefits 

An impressive track, record of growth over the last 2 years and the continuing prospect at 
further exciting developments in products, markets and corporate structure makes this 
opportunity to bead up the company's finance function extremely challenging. 

The company is a wholly owned subsidiary of a rapidly expanding imerruuonal group wub 
manufacturing facilities in Canada, USA. UK. Mexico and Australia with intentions in expand 
further into Europe. Candidates must be qualified accountants with a considerable number of 
yean' muufactunng experience who can contribute actively and positively to (he direction and 
policy of the company as well as control the day to day financial operations. 

Good interp erso nal and commumcalion skills are prerequisites lor this position as you will tic 
pan of a small but strong management team with complete autonomy for running the business 

Your inherent commercial skills will be augmented by experience in MIS and in facilitating 
systems changes to reflect and encourage increased quality 

In return, an attractive and comprehensive remuneration and benefits package is pn» idol 
which includes the opportunity to achieve significant bonus earnings. 

The rale of business expansion will create substantial career development opportunities for the 
chosen candidate. 

Please reply in confidence, enclosing a lull CV and quoting re I ere nee Ul I s 10 Dand Adrian 


Selection & Search 


1 The Embankment, Neville Street. Leeds LSI 4DW.' 


National 

Semiconductor 

FINANCIAL ACCOUNTING MANAGER 



£ Attractive Package 


Swindon 


National Semiconductor is a high technology world leader in the micro-electronic components 
market with a turnover of around £1 billion. 

The European Sales and Marketing Headquarters, based in Swindon, has created the 
opportunity for a hands-on Financial Accounting Manager to join the Finance team. 

Reporting to the Financial Controller you will be responsible for exercising control over the 
assets aiid liabilities of the company including the provision of statutory accounts, forecasting 
and corporate reporting, through the management and motivation of a finance group of seven 
staff, 

Ideally in your late 20s or early 30s, you will be a graduate qualified accountant with around two 
years post qualifying experience in a multinational environmenL With strong management and 
communicative skills you should be determined yet flexible in your approach and capable of 
meeting deadlines in a challenging environmenL Good PC and system skills are also essentiaL 

As part of the company succession planning programme, it is envisaged that you should be 
capable of fulfilling the Controller's position in the future. 

ram«itat>« should apply; with hill career and salary details, to R M Brace, 
Mercuri Urval Ltd, 1-4 Portland Square, Bristol, BS2 8RR, quoting reference 179/91. 


Mercuri Urval 
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Group Taxation Manager 

Public Company — European Market Leader 

c £50,000 4- Car + Benefits 


London SW1 

Our client is the holding company for one of Europe's 
largest groups of media specialists. Its operating 
companies are dedicated to providing their clients with 
the most com effective access to carefully targeted 
audiences to ensure their advertising and sponsorship 
messages have maximum impact. This Croup is truly 
international with more than 4,000 clients served 
through 50 operating companies in 17 countries. Since it 
was first listed on the stock market, the Group has an 
unbroken record of growth in turnover, profit, earning 
per share and dividatds culminating in pre-tax profits of 
£67-6 million in 1990. This has been achieved through 
strong organic growth and selective acquisition from a 
diverse range of media companies with unrealised 
potential. 

An exceptional opportunity has arisen to join their small, 
widely experienced management team as 
Group Tax Manager. The role will encompass 
all aspects of UK and overseas compliance 


together with a significant involvement in corporate tax 
Hanning in connection with acquisitions, disposals, 
business reviews, international cashflows and 
rcoqpuusatrons. 

The successful candidate will be a graduate qualified 
accountant, ideally at manager level either within the 
profession or commerce, aged 28 to 35. You will display a 
high degree of commercial awareness and have 
demonstrated initiative and excellence in your current 
position. Strong interpersonal and communication skills 
are essential. Ifou should be assertive with strong technical 
skills and a desire to put these to practical use within a 
dynamic commercial environment. 

In the first instance, please contact Chris Nelson on 
071-831 2000 (cvenings/weekends on 081-785 6545) 
or write to him at Michael Page Taxation, 

Page House, 

39-41 Parker Street, 

London WC2B 5LH. 


Michael Page Taxation 

International Recruitment Consultants 


FINANCIAL 

ANALYST 

West London 
Leisure Industry 
c. £28,000 + Car 


0 


Established during the mid 1980s, this new joint venture 

recently merged their activities into a single operation. 

Backea mainly by a major blue chip corporation, the 

combined investment to date currently exceeds £1 bn. 

To maintain its competitive edge and maximise profitability, 

the company seeks to appoint a qualified accountant to join 

its business planning division. 

You will be responsible for developing and improving the 

business plans on an on-going basis, co-ordinate financial 

reports with the management reporting function and assist 

in developing periodic analytical reports for executives and 
shareholders. 

Ideal candidates will have had significant exposure to PC 
based systems, specifically Lotus 123. You will have had 

experience of developing in-depth spreadsheet applications 

using macros. 

A high level of professionalism will be expected of the 

holder of this post as it involves exposure to both top 

management and external shareholders. 

The successful candidate will be newly or recently qualified 

and be able to exercise initiative in working in this young 

and fast moving environment. 

Interested candidates should contact Michelle Seron 
071-629 4463 (days) or 081-977 2951 (evenings/weekends). 
or send an appropriate curriculum vitae to the address below, 
quoting reference MEK251. 

HARRISON 0 WILLIS 

39-40 Albemarle Street, London W7X 3FD. Tel: 071-629 4463 
LONDON - BRISTOL - GUILDFORD * READING - STALBANS 


FINANCIAL TIMES EUROPE’S BUSINESS NEWSPAPER 

desire vous faiir part d'un accord publidiaire avec 
LES ECHOS 

le quotidien de Pcconomie !e plus important en France. Une annonce dans le FINANCIAL TIMES « LES ECHOS augm enters de fa?on 
substantielle l'impact de votre message sur les cadres dirigeants en Europe. Chaque semainc les an nonces paraitront dans les Echos le 
raardi et dons le Financial Times le mercredi (le vcodredi dans I'Edition Internationale du Financial Times). 

Pour de plus am pies renseignemeats, venillez contact er. 

STE PHANIE SPRATT 071 873 4 027 
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FINANCIAL TIMES FRIDAY-MAY 24 199! 


Where do you find 


the best business people 


In Europe? 



Here. 


Here. 



You’ll find them here, in the FT. 


Senior business people all over 
Europe use the FT throughout their 
working day. 


They use it to keep up with news, 
views, issues and most importantly 
opportunities. 


So for the key national and 
international appointments, using the 
FT gives you a wider choice of the 
best candidates. 


Today Europe is the job market 
and the FT, Europe’s business news — 
paper, is where to find it. 


A * fc - 


* *- 
1 ■*" 


If you’d like to know more, please 
call Penny Robertson on071-873 3316. 


One market One newspaper 




FINANCIAL TIMES 

EUROPE’S BUSINESS NEWSPAPER . 
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FINANCIAL TIMES SURVEY 
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INTERNATIONAL BANKING 


SECTION m 


■hTTZ^D Banks collapsing in 
■——lOP the US, recession in 
the UK, corporate 
clmr |M failures in Australia, 
rlMI B the stresses and 
strains of a system under pressure 
— it Is hard to recall a time when 
so much seemed to be going wrong 
at once. DjavSd Lascelles, Banking 
Editor, analyses the upheaval 

,A bruised and 
battered look 


THE news from the hanking 
front has been so unremit- 
tingly bad in recent months 
that even hardened bankers 
are having trouble keeping a 
sense of proportion. 

Whether it be banks collaps- 
ing in the US, recession in the 
UK, corporate failures in Aus- 
tralia, or simply the stresses 
and strains of a system under 
pressure, it is hard to recall a 
time when so modi seemed to 
be going wrong at once. 

Top banks Eke Barclays and 
fhn industrial ftmfc of Japan, 
the world’s largest, lost their 
triple- A credit ratings after 
reporting worsening results. In 
Germany, the hig hawks Twi to 
hold their dividends as east 
European loan losses ate into 
profits. In the US, money cen- 
tre banks like Citicorp and 
Chase Manhattan have been 
forced to make severe cuts to 
get their balance sheets back 
into shape. Even Japanese 
banks, only two years ago toe 
most feared predators on the 
: banking block, wear a subdued 
lot*. 

The reasons are not hard to 
(find. The Gulf war aggrav a ted 
what were already very diffi- 
cult conditions for banks, par- 
ticularly in the English-speak- 
ing world. Loan losses in the 
US are at record levels, notably 


But people have also been 
looking for more deep-rooted 
causes. Many have blamed 
over-strict rules which prevent 
banks from evolving with their 
markets, and force them 
instead to chase after ever risk- 
ier profits. This would explain 
bankers’ over-exposure to the 
property market, despite the 
lessons of history about its 
dangers. 

Some have also pointed the 
finger at the burdensome capi- 
tal rules which International 
supervisors are trying to intro- 
duce. Although tiwM are sup- 
posed to strengthen the bank- 
ing system, they are also 
choking the banks' ability to 
lend. 

But central bankers are 
resisting to ease the rales. 
Last week, Mr Robin Leigh- 
Pemberton, the governor of the 
Bank of England, said such 
action “would be a profound 
mistake”, ff banka were being 
more selective in their lending. 
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in the north-east real estate 
market, and could be handing 
for similar heights in the UK. 
Although the Japanese econ- 
omy has been reasonably 
strong,, the collapse of the 
stock market and the fragility 
of the property market have 
put heavy strain on banks 


this marked a welcome r e t u r n 
to prudence. 

Despite all the doom and 
gloom, however, there are 
chinks of light Stock markets 
around the world seem much 
more cheerful about the out- 
look. Bank shares have been 
on the rebound for much of 
this year, «nd many of tbnm 
have soared to record highs. 

To an extent, this reflects 
the market’s view that banks 
must have hit bottom even if 
they are not yet obviously on 
the rebound. One reason is 
that bankers themselves are 
plainly fresh efforts to 

get their institutions back to 

nwitth 

"We're going through a very 
important transition,” says Mr 
John Reed, the chairman of 
Citicorp, the largest hank in 
the US. “We’re aiming to 
change the culture of the 
place.” 

Mr Seed has embarked on a 
major programme of cost-cut- 
ting and capital raising after a 
dividend cut and two succes- 
sive years in which loan loss 
provisions exceeded $2£bn. 

Another reason is that the 
economics of the banking mar- 
ket have begun to show their 
first improvement in over a 
decade. The retreat of dozens 
of banks from the aggressive 


lending tactics which they 
adopted in the heady 1380s has 
brought about a marked fall in 
competition. Banking margins 
are widening as a result, par- 
ticularly over the last six 
months. 

Analysts at Klein wort Ben- 
son Securities, for example, 
calculate that an improvement 
of only (X25 percentage points 
in marg rng would add fi WWm 
($5l5m) to the profits erf Bar- 
clays Bank this year. This will 
be a lasting trend, predicts Mr 
Brace Pattullo, the chief execu- 
tive of the Bank of Scotland, 
who moved smartly to make a 
£ 200 m rights issue and position 
his b«nk to expand its market 
share. 

A further reason is that reg- 
ulators are attempting to 
refashion the rule book to 
make life more tolerable for 
banks, though their efforts are 
being hampered by slow-mov- 
ing legislators and inability to 
agree among themselves. 

Mr Nicholas Brady, the US 
Treasury Secretary, presented 
his proposals to reform US 
hanWny law in February with 
the words: "It’s a bleak picture 
that Hatnunrii ac tion - prompt 
action - to correct it” If he 
succeeds, he win bring about 
toe first major change in the 
US regulatory environment in 


over half a century. He wants 
to give hanks greater freedom 
to engage in new activities like 
insurance and investment and 
break down barriers between 
individual states. 

However, early indications 
are not encouraging - . Congress 
may have neither the time nor 
the stamina for a mammoth 
banking bill, and may focus its 
efforts instead on the more 
simple but argent task of 
rebuilding the decimated 
deposit insurance system. This 
COUld also slow down similar 
reforms in Japan. 

The implications of regula- 
tory inaction in Washington 
could be severe for US banks 
because the European Commu- 
nity, in toe meantime, is press- 
fog abaari with its plans for a 
single market, based on a lib- 
eral concept of what banks 
should be allowed to do. 

Sir Leon Brittan, the com- 
missioner responsible for 
finanrial services fo Brussels, 
says be is confident that the 
main banking measures will all 
be in place by the end-1992 
deadline. 

A major question arising out 
of the upheavals of the recent 
past is toe extent to which it 
will leave a tasting impact on 
the banking industry. The 
answer will not become clear 


until toe dust settles. But 
already new shapes are dis- 
cernible. 

The most significant may be 
a reversal of the trends of the 
1960s which saw banks expand- 
ing internationally and branch- 
ing out into new markets, par- 
ticularly in the investment 
hankipg area. 

The retrenchment that has 
been forced on big banks by 
harder times has led to a 
marked retreat from location- 
slike Europe by the Americans 
and toe Japanese. But foreign 
banks with big operations in 
the US have also suffered, 
notably the UK’s NatWest 
which lost S352m there last 
year. 

“Banks are heading home,” 
says Mr Piet-Jochen Etzel. a 
member of the board of Dresd- 
ner Bank. “It is very difficult 
to expand successfully 
abroad.” 

But toe movement is not 
only a geographical retreat. 
Many large banks are also 
going back to basics by refo- 
cusing on their traditional 
domestic operations, and on 
markets where their long 
standing gives them natural 
advantages. 

In a recent study of the pros- 
pects for US hanking Mr Low- 
ell Bryan, the head of McKin- 


sey’s North American banking 
practice, argued that many 
banks should return to per- 
forming only core banking 
activities, where they would be 
strictly regulated. His work 
suggested they would be more 
profitable than today’s com- 
mercial banks. 

Banking regulators, too, are 
focusing on distinctly ungla- 
morous areas: the clearing 
systems that underpin the 
financial markets and go unno- 
ticed until they foil, when they 
cause havoc. Several initiatives 
are now underway to 
strengthen systems and 
encourage new developments 
like netting out payments 
between banks to reduce toe 
sums of money that pass 
between them and, hopefully, 
the scope for error. 

Banking wears a bruised and 
battered look as it advances 
into the new decade. Stock 
phrases of the 1380s such as 
innovation and globalisation 
have become dirty words. Now- 
adays hankers talk of “getting 
back to basics', fund “building 
on strengths” -J a sure sign 
that the earlier 1 boldness had 
gone. j 

Confidence will doubrless 
return as toe economic p.cture 
improves, but treat coni still 
be some way off] 
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As the fourth largest commercial bank 
in Asia/ South America and Africa, 

Bank Melli Iran's (BMI) concept of customer 
service is one which spans the globe. 
Therefore, wherever in the world you do 
business you can bank on our experience. 

We also wish to announce that for 
Trade Finance services, our London, 

Hamburg and Paris branches are pleased 
to deal with any business inquiries. 

@BMI 

BANK MELLI IRAN 

HEAD OFFICE: 

P.O.Box 11365-171, Ferdowsi Avenue, Tehran, Iran. 

- . . . Teh 3231 <45 lines) 

Telex: 212481/215279,215068,215866-68, 

Forex: 213480, 214220,214104. 

Telegrams: "Barikmelli" 


B ANK MELLI, LONDON 
4, Modrgate, EC2R 6AL. 
Tfel: 071-600 3636 
Fax: 071-796 2104 
Tlx: 883313-15 


Bxhxfing Japan 


HAMBURG BRANCH 
% Holzbruecke, 

2000 Hamburg 11, Germany. 
TH: 040 36 00 01 
Fax: 040 36 70 73 
Tlx: 2163039 


PARIS BRANCH 
43 Avenue Montaigne, 
75008 Paris, France. 
Tfefc 4120.1124 
Fax: 47.20.74.21 
Tlx: 641506 
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Peter Norman assesses the condition of the global economy 

A difficult decade ahead 


THEX9B0S are shaping up to be 
a dif fi cu l t decade for the world 
economy and for international 


The US, Britain, finnan^ and 
Austra lia are in recession. 
Growth in Japan and continen- 
tal Europe is slowing. 

After the euphoria that sur- 
rounded the end of the Cold 
War, the former Communist 
coun tri es of eastern Europe are 
experiencing a difficult transi- 
tion to the free market econ- 
omy. The Soviet Union Is in 
economic crisis, with serious 
commentators such as Mr Zbig- 
niew BrzezinsM, the former US 
national security adviser, 
drawing parallels between its 
present plight and that of the 
US in the great depression of 
the 1930s. 

Hie state of the developing 
world is a cause for continuing 
concern. There are success sto- 
ries, such as the fast growing 
Asian economies of Hong 
Kong, South Korea, Singapore 
and Thailand, where economic 
conditions are incr easing ly dif- 
ficult to distinguish from those 
in some industrialised nations. 
Some Latin American coun- 
tries, notably Mexico, are pull- 
ing free of file debt crisis that 
has hamstrung economic 
development for nearly a 

But we need only look at our 
television screens to see that 
many countries in Africa are 
incapable even of feeding their 
own people. Elsewhere, nations 
rich in natural resources, of 
which Iraq is only the most 
egregious example, lack the 
sound, democratically respon- 
sible governance that is 
increasingly recognised as a 
key pre-requisite for economic 
growth and development 

However, it is perhaps too 
easy to stress the gloomy 
aspects of the global economy. 
The liberation of Kuwait lifted 
an important cloud from the 
economic horizon. Crude oil 
prices, after surging upwards 
m the wake of Iraq’s invasion 
of Its small neighbour, have 
fallen back to pre-invasion lev- 
els of around $20 a barrel. 
Inflation, which had again 
reared its ugly head at the end 
of the 1980s, now appears past 
Its peak, thanks to the imple- 
mentation of tough monetary 
policies by central hunks in the 
lea ding industrial countries. 
World stock markets have 
risen impressively since the 


THE WORLD ECONOMIC OUTLOOK 
(annual cheng e s in par cant) 



1988 

1990 

1991 

1992 

World output 

3.3 

2.1 

1.2 

2.9 

Industrial countries 

3.3 

29 

1.3 

2.8 

US 

2.5 

1.0 

0.2 

2.7 

Japan 

4.7 

5.6 

3.6 

3.9 

Germany (West) 

3.8 

49 

2.8 

1.9 

Developing countries 

3.1 

0.8 

0.8 

3.4 

Africa 

3 .3 

1.9 

2.0 

49 

Asia 

5.5 

5.3 

5.0 

5.2 

Europe* 

1.8 

-2.9 

-39 

-1.7 

Middle East 

3-2 

-1.5 

-3.3 

8J5 

Western Hemisphere 

1.5 

-1.0 

1.0 

3.3 

World Trade Volume 

7.1 

as 

2.4 

5J5 

Commodity prices 





Oil 

21.5 

28-3 

-22.1 

44) 

Non-fuel 

-0.3 

-7.9 

-2.7 

3.2 

Consumer prices 





Industrial countries 

4.4 

4.9 

49 

39 

Developing countries 

79.5 

90-5 

40.9 

18.0 


-Bulgaria. Cyprus. Cmc hoHatmktm, Hungary. 
USSR and Yugoslavia 


UaMa, Poland. Romania. Turiray. 


Borneo: OtP World economic OoBook. April 1WSI 


be ginning of thi s year, helping 
to boost confidence. 

Despite slowing, find in some 
cases negative, growth in the 
big industr ialis ed nations, the 
world should escape a global 
recession. True, the Interna- 
tional Monetary Fund expects 
world economic growth to slow 
to around 1.25 per cent this 
year from 2 per cent in 1990 
and JL25 per cent in 1988. But, 
in its most recent Economic 
Outlook, the DIF says growth 
could rebound to 3 per cent 
next year, helped by a recovery 
in the growth of world trade to 
perhaps 5.5 per cent from 2 J5 
per cent expected for this year. 

There are risks to this fore- 
cast - particularly on the 
trade front, where the stalled 
Uruguay Round of negotiations 
to liberalise world trade are a 
potent reminder of the dangers 
of protectionism. But the world 
has also been lucky because of 
the sharply different cyclical 
positions which currently char- 
acterise the economies of the 
big industrialised countries. 

It is not unreasonable to 
hope that' the US, which was 
one of the first countries to 
enter recession, may soon be 
on the path of recovery. The 
Federal Reserve has pursued a 
policy of aggressively lowering 
interest rates in recent 
months, bringing the rate for 
federal funds the important 
interest rate at which hanks 
lend ^rnong themselves - 
down t* around 5.75 per cent 

Althrigh policy in Britain is 


now subject to the constraints 
of the exchange rate mecha- 
nism of the European Mone- 
tary System, the government 
has presided over a substantial 
interest rate cut in recent 
months. Economic surveys 
suggest that the bottom of the 
UK recession may be in sight, 
although rising unemployment 
will be unavoidable for many 
months to come. 

In the meantime, growth in 
Japan, although slowing, is 
expected to remain strong by 
any standards other than those 
set by Japan's spectacular eco- 
nomic performance In the past 

In Germany, fol- 

lowing union are more com- 
plex. Western Germany 
chalked up an impressive 4J5 
per cent growth rate last year 
as its factories boosted produc- 
tion to meet demand from the 
inhabitant* of the former East 
Germany. Although the stimu- 
lus from union remains strong, 
the economic problems of the 
new L&nder are proving far 
more intractable thaw imag- 
ined. The German economy is 
looking increasingly lopsided. 
Because of the present fixity of 
exchange rates in the ERM, the 
tight monetary policy that the 
Bundesbank is pursuing to 
control inflationary pressures 
In the western part of the 
country is threatening to 
choke growth In France, Italy, 
Spain and other European 
Community countries. 

Ihe global economic picture 
is therefore mixed. And the 


problems of the banks and 
other financial intermediaries 
in many countries will proba- 
bly ensure that recovery will 
be slower than it might have 
otherwise have been. 

The global economic 
upswing of the 1980s owed 
much to a wave of deregula- 
tion In t.hw finanHal centres of 
the English-speaking world 
and, in turn, gave that process 
of deregulation added impetus. 
With the benefit of hindsight, 
excesses developed which now 
impair economic growth. 

Deregulation encouraged 
households and businesses in 
the US, Britain and Australia 
to take on ever increasing vol- 
umes of debt at variable Inter- 
est rates. The tough monetary 
action taken to tame inflation 
not only exposed weaknesses 
among the borrowers. Finan- 
cial fragility has extended to 
substantial parts of the bank- 
ing industry, particularly in 
the US. 

This Wnawrffli fragility coin- 
cides with a growing need for 
capital in the world. Economic 
restructuring in eastern 
Europe, the cost of German 
unification, post-war recon- 
struction In the Middle East 
and the continuing demand for 
funds to develop the Third 
World sit uneasily alongside 
widespread insolvencies in the 
US thrift industry and the 
financial problems of some 
commercial hanka in the US 
and elsewhere. 

Until international hanirfng 
gahiB more strength and confi- 
dence, free flowing funds win 
not be available from the bank- 
ing system to ffnanra all the 
needs of the global economy in 
the 1990s. Only top quality bor- 
rowers will attract finance and 
the strong, whether they be 
countries or companies, will' 
have an even bigger advantage 
over the weak. 

The words “credit crunch" 
have doubtless been overused 
to describe present conditions. 
But there is no mistaking the 
determination of nearly all 
governments to encourage 
domestic saving to make their 
economies less dependent on 
sometimes capricious capital 
flows. Although slowdowns 
and recessions Invariably have 
been followed by growth, 
financial constraints alone 
argue against there being a 
surge of global economic activ- 
ity in the years ahead. 


“BETWEEN 1975 and 1980. the 
| World Bank group achieved net 
* transfers of $9 (in 1991 prices) 
per person in the developing 
world. Over the next five years, 
it is expected that net transfers 
will represent just over $2 per 
person in the developing world. 
For a large number of countries, 
the net flow cf money wfU actu- 
ally be into the Bank" - Larry 
Summers, Chief Economist, the 
World Bank. April 1991. 

“ The IMF estimates that the 
overall financing requirements 
a/f the five countries (the former 
communist bloc countries of cen- 
tral and eastern Europe) might 
come to $23bn in 1991. Of this 
total, the Fund expected to dis- 
burse up to $52 m in various pro- 
grammes and facilities doping 
the year. . . (However) even with 
the agreed increase in quota, 
the Fund was simply not in a 
position to go on providing 
resources at the rate envisaged 
for 1991 " - Report to ministers 
of the Group of 10 industrialised 
countries, April 1991. 

DEVELOPING countries are 
more dependent than ever on 
the resources of the multilat- 
eral financial institutions. Yet 
the institutions are severely 
constrained in their ability to 
meet this enlarged task. 

The reason for this depen- 
dence is the drying up of alter- 
native sources of finance for 
most developing countries. The 
legacy of the 1980s debt crisis, 
overlaid by the severe capital 
constraints on international 
banks, means that commercial 
credit is available only to a 
minority of countries, or for 
limited purposes. 

Prospects for govemment-to- 
govemment credits have also 
weakened after the losses - 
implicit, or explicit - taken on 
the loans governments made in 
the 1970s and 1980s. Japan, a 
provider of si gnificant sums in 
bilateral assistance over the 
last 10 years, has warned that 
where it is forced to write 
down debts - as in the recent 
case of Poland - new credit 
will not be available. 

Despite the recent capital 
increases of the International 
Monetary Fund, World Hank 
and Inter-American Develop- 
ment Bank (IADB), the ability 
of the international financial 
institutions (Ills) to fill the 
gap is limited. 

There is no desire among the 
IMF's masters to change the 
essentially short-term “revolv- 
ing” nature of IMF credit pack- 
ages. The World Bank is so 
heavily lent to same countries 
- such as Brarfl and nhina - 
that they are almost inevitably 
going to pay more to the Bank 
in coming years than it dis- 
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Focus on the 
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burses to them Tn T-a-ttn Amer- 
ica, the IADB will be the only 
institution making net frans- 
fers to many countries. Even if, . 
as the institutions 
demands for resources from 
east Europe have not deprived 
other developing countries of 
funds from the IFIs, these 
demands have reinforced this 
trend elsewhere. 

In the medium term, this 
drying up of debt-creating 
financial flows to developing 
countries may be no bad thing . 
In the short-term, it means 
continued outflows of capital 
from developing countries, 
with all that implies for social 
welfare. 

As a result, it is not surpris- 
ing to see IFIs such as the 
World Bank emphasising the 
help it gives to developing 
countries in non-financial 
forms - for example, advice 
and te chnical assistance. 

There is also a renewed 
focus on non-debt creating 
financial flows - in other 
words equity investment, 
either through portfolio invest- 
ment in developing countries 
or through foreign direct 
investment. It is against this 
background that many coun- 
tries, encouraged by the IFIs, 
have been reforming invest- 
ment regimes and making 

their financial cUmatea mn w 

hospitable to investors, both 
domestic and foreign. 

This has been accompanied 
by pressure from leading 


shareholders, particularly from 
the US, for a more private sec- 
tor-oriented focus by the IFEel 
T he US ultimately envisages 
the World Bank - where a 
tough-minded commercial 
banker, Mr Lewis Preston, is 
soon to take over - lending 
directly to private companies 
in the third world. A similar 

Sixty per cent off the * 
EBRD’s lending will 
be devoted to the 
commercial sector 

debat e is now nwdar way at the 
IADB, where borrowing coun- 
tries such as Chile say rules 
which prevent lending to the- 
private sector act as a disincen- 
tive to privatisation. 

US . pressure has also 
resulted in a strong private, 
sector focus in the newesMFL 
the London-based European 
Bank for Re co n str uction and 
Development, created to help 
the transformation to market 
economies and democracy in 
eastern Europe. Sixty per cent, 
of its lending will be devoted to 
the commercial sector and 40 
per to infrastructure. 

This focus on the private seo- 
tor is co n troversial, and many 
believe it to be too- narrow; . 
Afte r ye ars of neglect, infra- 
structure In many :develqping 
countries is deteriorating rap- 
idly. Without it, the private 
sector would not be able, to 


function efficiently. Moreo ver , 
critics believe that concentra- 
tion on this issue shifts the 
.focus from its proper tface: the 

Tairing of Uvtog standards - 
particulariy those .of the poor 
— - to. developing countries. 

The EBRD to", the first '.such 
'tosttfutibh to contain specific 
reference to political condi- 
tions to granting -assistance. 
Political conditionality is 
excluded by the articles of 
association of the World Rank, 
which say loans can only refer 
to economic conditions. 

It to argued that the reason 
the EBRD> should be different 
is the consensus that now 
exists within Europe as to the 
way forward politically. That 
consensus , is not replicated to 
an international setting. 

Nonetheless, questions 
which would previously been 
regarded as political and there- 
fore off-limits for the World. 
Bank axe increasingly being 
considered .before, loans 1 are 
lifting gra iilad — one demon- 
stration of how a development 
bank's business to 
more complicated, 
era to effect gave , a 
last month for the bank to take 
account of “excessive military 
spending” in deciding whether 
a c o un t r y should receive assis- 
tance. The justification is that 
mflitary spendtog has a fiscal 
dimension, and nan have an 
impact an development. 

The controversial delaying, 
under US insistence, of an 
IADB project loan to Brazil in 
March ’(because of that coun- 
try’s arrears to commercial 
bank creditors) is one of sev- 
eral factors which suggest to 
some that there may be a less 
individual approach among 
IFIs to borrowing countries. 

This seems to make them 
more dependent than ever on 
the TMi? a q pranat nr . Upon this 
hang loans from the World 
Bank and structural adjust- 
ment loans -from other IFIs, as 
well ax commercial and official 
debt reschedulings. 

There to no doubt that as 
time passes the IFIs are . mov- 
ing into areas where they are 
potentially more intrusive into 
policy-making inTjoribwing 
countries. However,' there 
mrlata at least for the moment 
a broad consensus in many 
governments about the impor- 
tance of markets and the pri- • 
vate sector; of reining in fiscal 
deficits and of eliminat ing dis- 
tortions to trade and prices. 
This consensus to likely to 
Lessen any’ controversy to" the . 
near-term. The problems going 
forward may well be to per- 
suade the industrialised world' 

- of the valor of these precepts. 

Stephen Fldtar 



International Ziraat 


If you want to know what makes Ziraat the mod 
international bank In Turidye. look around you... 
to German y- where Ziraat's Frankfurt branch 
and eight representative offices leel the pulse of 
the European market-and build a bridge with 
Turkish citizens working in Europe. 
to London ... where Ziraat provides a full range of 
banking services for business between the UX 
and Turiaye. 

to Brussels ... where Ziraat plays an active role in 
the integration ol Turitiye with the European 
Community, and to Rotterdam. .. where Ziraat 
forges vital links with European financial 
institutions. 


to New York ... where Ziraat speeds up banking 
transactions between the United States and 
Tuikiye. 

and to Tokyo. .. where Ziraat acts as an adviser 
on business opportunities between Japan and 
Tuikiye. 

All this makes Tuikiye's biggest bank also it’s 
most international bank. 

So when you're looking tor help and guidance 
wilh your investments in Turkfye-from industry 
to tourism-look to Ziraat fist. 



TC. ZIRAAT BANKASI 




of Successful Project finance 
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Simon London analyses the global capital markets 

The ‘credit crunch’: hard 
fact or financial fiction? 


FEARS of a global credit 
crunch were Voiced by Mr 
Nicholas Brady, the US trea- 
sury secretary, at last month’s 
Washington meeting of finance 
ministers of the Group of 
Seven industrial nations. 

The remedy prescribed: by 
the US administration is lower 
Interest rales en d eas ier mon o, 
tary conditions. However, 
there is a school of thought 
that suggests the benefits of 
easier money will hot be 
passed on to the real economy 
this time around..' ' 

Instead, the banks will use 
easier conditions to shore up 
their depleted balance sheets 
by restoring tending margins, 
retaining iwnn»m» and building 
capital resources. 

The fact is that many banks 
are fighting to meet minimum 
requirements laid down in the 
Basle accord on International 
bank capital adequacy. The 
credit crunch, it is argued, is 
only the visible symptom of ah 
underlying capital crunch. 

Underthe Basle guidelines, 
banks must hold capital equiv- 
alent to at least 8 par cent of 
risk-weighted assets by the end 
of 1992. Of these capital 
resources, at least h*if must be 
Tier 1 - equity or non-cumnla- 
tive, irredeemable preference 
shares. The rest can be Tier H 
capital in the form, of loan loss 
reserves, subordinated debt 
and revaluation reserves. 

A common problem for inter- 
national hawks Js Hint having 
expanded assets rapidly during 
the 1980s, they have found it 
difficult to raise capRaL 

The capital markets have not 
been willing buyers of equity, 
prefere n ce shares, or subordi- 
nated debt Profits have been 
decimated by loan losses in 
areas such as real estate 
developing country debt. . 
Hence capital resotxrces have 
not always kept pace with 
assets. 

Different banks in d iffe re nt 
jurisdictions face different 
problems. Some lack core capi- 
tal in the form of equity, some 
need to raise more Tier n sub- 
ordinated debt. 

Moreover, while hanks are 
working hard to meet existing 
regulations, the regulators are 
formulating new targets which 
will cover such areas 
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as foreign exchange risk. 

Banks are also worried that 
sudden accounting rule 
changes will leave them short 
of the Basle standard. For 
example, the Basle committee 
of central bank regulators has 
proposed a tightening of the 
accounting treatment for bad 
debts. 

If the Basle committee gets 
its way, banks will no longer 
be able to treat general loan 
loss reserves as Tier D capital. 

Having expanded 
assets rapidly, banka 
have found it difficult 
to raise capital 

Any reserves earmarked for 
specific credits or for identified 
asset deterioration would be 
excluded from capital 
resources - beyond the gen- 
eral limit that reserves of no 
more than 125 per cent of risk- 
weighted assets may be 
counted as Tier H capital. 

This would prevent banks 
from including reserves 
against real estate loan losses, 
or loans to developing coun- 
tries, as Her H capital 
The March edition of the 
World Bonk Quarterly Review 
noted . that such a . change 
would have an uneven impact 
on the world's banks. In the 
past, for example, US banks 
have not publicly differenti- 
ated, between reserves against 
specific credits and general 
reserves. 

Equally, Salomon Brothers 
estimates that exclusion of 


developing country debt provi- 
sions would lower the Tier n 
capital ratios of the Japanese 
city banks by 024 per emit on 
average. 

Against this uncertain back- 
ground, however, there are 
several signs that the capital 
crunch is easing. 

In Japan, the strength of 
equity prices this year has 
buoyed the capital adequacy 
ratios of Japanese banks, 
which are allowed to count 45 
per cent of unrealised gains 
from holdings of securities as 
non-core capital. Every 1000- 
point move in the Nikkei stock 
market index changes the city 
banks* capital ratios by around 
02 per cent. ' 

The average city bank’s capi- 
tal adequacy ratio, therefore, 
appears to stand at around EL5 
per cent today, against 72 per 
cent in September last year, 
when the Nikkei stood at 
around 3LOOO - 5,000 below its 
current leveL 

In France, the government’s 
decision earlier this year to 
allow nationalised companies 
to tap the domestic equity mar- 
kets may help the country’s 
banks boost depleted Tier I 
resources. 

A more general fillip for cap- 
ital-hungry banks has been a 
renewed willingness of inves- 
tors to buy common equity, 
pre f erence shares and subordi- 
nated paper issued by financial 
institutions. This trend has 
been most noticeable in the 
US, perhaps the biggest market 
for preference capita] and sub- 
ordinated debt securities. 

In tim first three months of 


David Lascelles considers the impact of regulation 


Reforms fail to keep pace 
with changes in the markets 


this year, US banks raised 
$lJ3bn in subordinated paper. 
Last mouth. National Westmin- 
ster Bank became the first 
overseas financial institution 
to tap the market this year, 
with a $750m offering of 10- 
year subordinated paper. Bar- 
clays Bank proved that US 
buyers can once again be 
found for large public issues of 
preference capital by making a 
$200m offering In March - the 
first by an overseas bank since 
June 1990. 

In addition, there are signs 
that Internationa] investors are 
more receptive to banks. Nat- 
west and ANZ raised £i00m 
and £60m respectively of Tier U 
capital in the international 
bond market in April 

Rank of Scotland has asked 
shareholders to provide a fur- 
ther £!94m of care capital, the 
first rights issue by a UK bank 
in more than two years. 

However, in the US in partic- 
ular, there are arguments that 
the banking system is not actu- 
ally short of capital Rather, it 
is inefficient at distributing 
capital within the system. 

For example, in the annual 
report of the Federal Reserve 
Bank, Mr Gerald Corrigan, the 
chairman, commented: 

“It is by no means clear that 
the US hanking system is short 
of capital In feet, the opposite 
may be true, even though some 
individual banks need more 
capital. In part, the suggestion 
that there is too much rather 
than too little capital grows 
out of the widespread Impres- 
sion that the United States is 
‘overbanked’.” 

Taking figures for the third 
quarter of 1990, the US hanking 
system required roughly 
$160bn of core capital to main- 
tain a 6 per cent Tier I capital 
to assets ratio - compared 
with a minimum Basle ratio of 
4 per cent. In fact, the amount 
of capital in the system was 
S200bn. 

One implication of these fig- 
ures is that the US banking 
system will have to undergo a 
major period of consolidation 
to match the capital to the 
assets. 

Credit crunch or not, many 
of the world's banka could be 
facing a period of significant 
change. 


BANKING has always provided 
a field day for rule-makers, but 
seldom so much as now. 

Officials in Brussels, Wash- 
ington, Tokyo and Basle are 
hard at work on blueprints to 
malm banking safer, more effi- 
cient or fairer. But, with some 
exceptions, the pace of prog- 
ress Is slow, and regulation has 
foiled to keep up with many 
changes in the markets. 

One of the officials' biggest 
tasks has been to push ahead 
with the Basle agreement on 
capital, now due for full imple- 
mentation by the end of next 
year. The agreement sets mini- 
mum capital standards to 
which all banks must adhere. 
But there have bear worries in 
countries facing recession, 
such as the UK and the US, 
that the standards are squeez- 
ing the banks' ability to lend, 
and worsening the danger of a 
credit crunch. Calls have been 
made to relax the roles. 

Mr Huib Muller, the Dutch 
central banker who chairs the 
Basle Committee, has resisted 
them on the grounds that “you 
don’t relax automobile stan- 
dards in stormy weather." 

Nonetheless, the Basle rules 
have forced banks which 
expanded beyond their capital 
capacity to retrench, particu- 
larly the Japanese. This in 
turn, has reduced the intensity 
of competition in the interna- 
tional market and enabled 
bankers to widen profit mar- 
gins. 

The knottiest issue which 
draws banking officials 
together is how to accommo- 
date the steady convergence of 
the banking and investment 
markets which has resulted 
from the banks' growing inter- 
est in securities dealing. In the 
US and Japan, where the two 
markets are separated by law, 
legislators are considering 
ways of lifting the legal barri- 
ers. In Europe, where no such 
separation exists, the challenge 
is to manage their co-existence. 

One of the central planks of 
the proposals put forward by 
Mr Nicholas Brady, the US 
treasury secretary, to reform 
US banking law earlier this 
year was for banks to engage 
in securities underwriting. His 
proposal fell short of abolish- 
ing the Glass-Steagall Act 



Hulb Muller, dh airman of the Basle committee: ‘you don't 
relax auto mobile standards in stormy weather* 


which makes the separation. 
Instead, it would require the 
banking and securities 
operations to be separately 
incorporated under a common 
financial services holding com- 
pany. This would create a "fire- 
wan’' round the bank and pro- 
tect it from the losses of other 
subsidiaries. 

The proposal disappointed 
the big US money centre banks 
which wanted to be able to 
combine securities and bank- 
ing under one roof, universal 
bank style. But it also angered 
the Wall Street securities firms 
who saw themselves having to 
compete with b anks who had 
the advantage of cheap funds 
from their customer deposits. 

However, it is still far from 
certain that Congress will leg- 
islate such far-reaching reform. 
It is a low priority compared to 
the more urgent task of recapi- 
talising the US’ deposit insur- 
ance fund, which has been 
drained by losses. The crisis in 
the US banking industry has 
also greatly reduced the num- 
ber of banks who are inter- 
ested in, or able to take advan- 
tage of deregulation. 


Nor is much progress evi- 
dent in Japan, where a similar 
deregulation exercise is under- 
way. Proposals from the bank- 
ing and securities supervisors 
are being hammered into a 
reform package by the Minis- 
try of Finance. This will also 
likely adopt the US-style hold- 
ing company concept, but Jap- 
anese officials are warning 
that actual reform may still a 
long way off. 

In Europe, where banks are 
free to deal in securities, the 
regulators’ task has been to 
ensure tbat banks and securi- 
ties houses compete on equal 
terms in the markets where 
they overlap. 

The Basle Committee has 
been drawing up rules to cope 
with the risks that banks run 
when they deal in equities, for- 
eign exchange ana interest 
rate-sensitive instruments. But 
their work has been hampered 
by the failure of their opposite 
number in the securities busi- 
ness, the International Organi- 
sation of Securities Commis- 
sioners (IOSCO) to agree 
common ground. A proposed 
BasIe-IOSCO Meeting in April 


had to be postponed for six 
months. 

Some urgency is now devel- 
oping on this issue, not just 
because banks are taking on 
market risk anyway, but 
because work has to keep in 
step with the Brussels Com- 
mission which is drawing up 
similar rules for the 1992 single 
market. 

However Brussels has also 
found it hard to draw up capi- 
tal adequacy rules on invest- 
ment activities which do not 
discriminate either against 
banks or securities houses 
There has even been specula- 
tion tbat the whole exercise 
might be dropped if agreement 
cannot be reached. But Brus- 
sels officials are still hoping for 
a compromise. 

Supervisors are also worried 
about how to deal with the 
growing number of financial 
conglomerates which combine 
banking and other types of 
activity. Last year's collapse of 
British and Commonwealth, 
the UK banking, broking and 
leasing group, drove the need 
home for a dearly thought out 
approach. 

The collapse occurred 
because of losses in the com- 
puter leasing arm. But this 
quickly precipitated the failure 
of the group’s banking arm, 
even though it was financially 
healthy. A subsequent meeting 
of international supervisors in 
Frankfurt decided to put the 
issue high on its agenda. 

Although the crisis in US 
banking has emphasised the 
need for close supervision of 
banks, it comes against a back- 
ground of complex changes in 
the financial services industry 
which may require them to 
have greater freedom. 

But regulators have so much 
on their plates that some fresh 
initiative may be needed to get 
the work done. 

Mr Richard O'Brien, chief 
economist at American 
Express Bank, suggests that 
central banks could play a big- 
ger role in coordinating finan- 
cial reform programmes, and 
helping to reconcile differing 
objectives. He even suggests 
that the financial services 
industry needs what he calls 
“an overarching, global frame- 
work.” 
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Trade finance. Insurance. Private banking. Treasury 
services. Stockbroking. Specialized skills which 
require depth of knowledge and experience. 

The HongkongBank group's member companies 
are well known for their expertise in specialized 
financial services. Wkrdley in corporate finance 
and investment management. Janies Capel in 
securities. Carlingfbrd and Gibbs in insurance. 

And many others. 

Through these companies, our staff can offer diems 
the benefit of our years of experience in many 
financial fields. The HongkongBank group also 
offers you a global network of more than 1,300 
offices. Advanced technology links these offices 
with a private telecommunications system, giving 
you fast access to information from anywhere. 

For more information, please contact our London 
Office at 99 Bishopsgaie, London EC2P 2 LA. 

Tel: (071) 638-2366; or your nearest office of the 
HongkongBank group. 

Specialized skills providing fast local decisions. 
Backed by global resources. That’s our strength. 


HongkongBank 

The Hongkong and Sh an g ha i Banking Corporation Linrited 


Marin* Midland Busk > Hang Sen* Bank 
Tkbftbh&ukoftbeMMfleEist* HongkongBank 
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Fast decisions. Worldwide. 
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INVESTMENT BANKING 

Tough competition 


INVESTMENT bankers are 
heartened by the performance 
of their markets this year, in 
stark contrast to conditions 
last summer. Stocks and bonds 
have performed well since the 
end of the Golf war and, at 
least in certain sectors, fee- 
based corporate finance is on 
the increase. 

But competition for the busi- 
ness is stronger than ever and 
commercial h anks are finding 
it tougher to compete with the 
securities houses and the mer- 
chant banks. A few have a 
chance of staying in the race 
and remaining profitable, but 
more may soon take the option 
of getting out altogether. 

Earlier this month, Bankers 
Trust of New York announced 
substantial cuts in its corpo- 
rate fiance department due to 
sluggish activity in corporate 
lending and merger business. 

The Eurobond market dem- 
onstrates how investment 
banking power is being concen- 
trated in fewer hands. Last 
year the top ten bookrunners 
on all Eurobond issues 
accounted for nearly half the 
total, according to Euromoney. 
Only one commercial bank, 
J. P. Morgan, was among the 
ten, occupying sixth place. 

Some of the US commercial 
banks, notably Chemical and 
Chase Manhattan, have cut 
their losses and virtually aban- 
doned the Eurobond market. 
Others that were once strong 
in the new issue market, aim- 
ing to support their secondary 
trading business, have been 
weakened by competition. 
Bankers Trust, Tanked Zlth in 
1989, slipped to 18th last year. 

In their domestic securities 
markets, commercial banks axe 
enjoying fortunes. While 
the Japanese banks are still 
barred from the most lucrative 
sectors of the securities busi- 
ness, their US coun ter pa rt s are 
slowly forcing the door open. 
The Glass-Steagall Act, which 
has kept US banks out of secu- 
rities for nearly 60 years, is 
slowly crumbling. 

In 1989, four banks - Mor- 
gan, Chase, Bankers Trust ad 
Citicorp - began underwriting 
corporate debt. Last year Mor- 
gan scored a first when it was 
given permission to underwrite 
domestic equity issues. In Jan- 
uary it co- managed a SlOOm 
convertible bond for Centocor, 
a US biotechnology company. 

It remains to be seen 


whether Morgan makes money 
out of its new activity. But, 
unjjke Citicorp, an arch-rival 
that has set its sights on being 
a global consumer bank, Mor- 
gan decided long ago to take 
the investment banking route. 
Less than one-third of its 
assets are now tied up in tradi- 
tional lending. 

The UK commercial banks, 
which became involved in 
securities nearly five years ago 
at the time of “Big Bang", have 
had an unhappy experience. 
Fierce competition from the 
Wall Street houses in London 
combined with drinking trad- 
ing volumes have dented reve- 
nue while costs continue to 
escalate, despite staff cutbacks. 

BZW, the investment bank- 
ing arm of Barclays, has had 
an uphill struggle to establish 
itself: Profits jumped to £54m 
($93m) in 1989 but last year 
slumped to only £5m, a tiny 
return on its £400m of capital 
County NatWest, part of rival 
National Westminster Bank, 
never overcame dn internal 
clash of cultures between the 
bankers, brokers and market- 
makers who came together at 
its formation. It has never 
made a profit and last year 
posted a loss of nearly £50m. 

Both banks have had prob- 
lems in establishing a success- 
ful corporate finance unit to 
support their securities trading 
activity and, most important, 
to bring in fee-based income. 
All investment bankers recog- 
nise that a key element of cor- 
porate *iTianw» work is exper- 
tise in mergers and 
acquisitions. 

Tine, M&A business in the 
US and UK has been on the 
decline. The value of deals 
completed in the US last year 
was down by nearly 40 per 
cent, while cross-border activ- 
ity also declined. According to 
figures from KPMG Peat Mar- 
wick McLintock. the value of 
all cross-border deals fell 13 per 
cent to $114bn in 1990. 

But the imminent single 
European market has raised 
hopes of an upturn in M&A 
activity, if only gradually. The 
restructuring of industry, 
which is essential to make the 
single market work. Is certain 
to need the help of M & A spe- 
cialists, argue the optimists. 

A few commercial banks 
may benefit from such an 
upturn. Although powerful 
Wall Street houses such as 


Morgan Stanley and Goldman 
Sachs dominate the interna- 
tional M&A market, J. P, Mor- 
gan is one bank that is high in 
the rankings. Last year it took 
third place in a table of advis- 
ers on cross border deals com- 
piled by International Financ- 
ing Reikew. 

No other bank featured in 
the top ten although there are 
isolated examples of US banks 
advising on cross-border deals. 
In the £533m acquisition by 
Guinness of Spain’s largest 
brewer, Cruz del Campo, the 
Spanish company was advised 
by Chase Manhattan. 

The extent to which the com- 
mercial banks can penetrate 
the European M&A market 
depends on their international 
ties. This applies to the Conti- 
nental banks as well as their 
English-speaking counterparts. 
“Indigenous banks in Europe 
have strong client relation- 
ships within their own coun- 
tries ”, says Mr Guy Dawson, 
head of corporate finance at 
UK merchant bank, Morgan 
Grenfell. “But many of them 
do not have a genuine interna- 
tional network.” 

Morgan is part of Deutsche 
Bank, which is using the UK 
merchant bank to beef up its 
corporate finance activity 
worldwide. Credit Lyonnais is 
stepping up its international 
M&A effort it recently hired 
Mr Jean -Luc Biamonti from 
the New York firm of Wasser- 
stein Perella as part of its cam- 
paign. 

Even if corporate clients are 
not merging or acquiring, they 
may well be divesting 
operations that are no longer 
financially viable. This is espe- 
cially true of companies which 
borrowed heavily during a 
period of high interest rates. 

Here, commercial banks 
should be able to help such cli- 
ents, particularly If they have 
an existing tie, perhaps 
through a landing facilit y It is 
no coincidence that banks are 
now talking of a swing away 
from one-off deals back to rela- 
tionship banking. 

This may hold the key to the 
success (or otherwise) of their 
investment banking efforts. 
Capital is crucial, as is a broad 
International network. But the 
ability to build lasting client 
relationships is the most 
important ingredient 

Nigel Adam 
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RETAIL BANKING, once an 
effortless money-spinner for 
the banks, is becoming a 
cut-throat business as deregu- 
lation and increased competi- 
tion spread through the inter- 
national markets. In some 
countries, markets are still 
being opened up to competi- 
tion. In others, competition 
arrived years ago and Is now 
starting to claim casualties. 

In the US credit card indus- 
try for example, probably the 
most advanced in the world, 
competition is ferocious. Inter- 
est rate competition has bro- 
ken out in earnest with First 
Wachovia, an Atlanta-based 
bank, offering the lowest inter- 
est rate of any teadmg issuer 
- a floating rate of prime rate 
plus 2 3 percentage points, cur- 
rently around 11.9 per cent, 
while on the other ride of the 
business even American 
Express is bowing to pressure 
from food and drink retailers 
to lower commissions. 

Banks now have to fight 
growing competition from 
retailers such as Sears Roe- 
buck and American Telephone 
& Telegraph (AT&T), the tele- 
phone company. Sears not only 
has its own payment card. Dis- 
covery, it is alio fighting Visa's 
right to exclude it from mem- 
bership. 

Mr Charles Russell, presi- 
dent of Visa International, 
hints that changes in Visa’s 
membership rules may be on 
the way to ensure that late 


RETAIL BANKING 


Cut-throat business 


entrants into payments 
systems have to pay their way. 

The frantic state of the US 
card market is an extreme 
example, but similar pressures 
are beginning to be Gelt else- 
where. In the UK, banks' prof- 
its were slashed not only by 
provisions on corporate and 
Third World lending, but also 
by provisions on retail tending 

Lloyds Bank, for instance, 
put aside £487m in 1990 (up 
from £i62m in 1989) on its 
retail business. Its credit card 
operations slipped into loss, 
even though Lloyds led the 
way in introducing annual 
charges for card customers. 

At least UK banks do not yet 
face challenges from retailers 
such as AT&T's Universal 
AT&T broke into the Master- 
Card and Visa markets 
through its subsidiary Univer- 
sal Bank, offering a card which 
undercut those of the haulm 
With 4.5m holders, it now 
ranks sixth in the industry. 

In some retail banking mar- 
kets, the emphasis is still on 
deregulation and breaking 
down long-established cartels 
in the industry. 

1 think hi Japan, people are 


right when they say that dere- 
gulation cannot coma in a 
rush, ft has to be achieved on a 
step by step basis’*, says Mr Mr 
Carl Pascarella, president of 
Visa International's Asia 
Pacific Region. However, Mr 
Pascarella is hopeful that Visa 
International is poised for a 
breakthrough in the Japanese 
market, where for several 
years it has faced strong com- 

In the US credH card 

Industry, competition 
Is ferocious ■ 

petition from local bank cards 
allied to MasterCard and from 
charge cards, notably JOB. 

JCB itself is expanding its 
overseas network of merchant 
outlets. In the UK, it hopes to 
grow its network from 10,000 to 
50400 in the next tew years, 
using Midland Bank’s mer- 
chant services. 

Some credit card products 
familiar in other countries are 
as yet largely unknown in 
Japan. Japanese automatic 
teller manhinaa are the 
most advanced - and the 


THE UK 


Victims of recession 


“BUSINESS conditions for 
banks have probably been the 
worst in recent history, and 
they are unlikely to improve in 
the immediate future.” 

This was the stark message 
from Mr Charles Winter, chief 
executive of the Royal Bank of 
Scotland, when he reported a 
58 per cent fall in interim prof- 
its at the beginning of this 
month. 

His words probably go for 
everyone Oise in the UK bank- 
ing industry. The recession has 
had a devastating effect on 
hanks. Bad debts have soared, 
new business has slumped, and 
with it the industry's earning 
power. Sir John Quinton, the 
chairman of Barclays, the larg- 
est clearing bank, even went 
on record as saying that condi- 
tions were the worst he had 
seen in his 38-year career. 

Although the Big Four clear- 
ing hanks produced better 
results in 1990 than in 1969, 
this was only because the pre- 
vious year’s bottom line was 
depressed by heavy provision- 
ing against Third World debt 
At the operating level, all the 
big UK banks saw sharp 
declines in 1990. Their bad debt 
charges totalled a record 
£3-7bn ($6.2hn). 

These severe conditions have 
produced their particular casu- 
alties. One of them was the 
Midland Bank’s proposed 
merger with the Hongkong and 
Shanghai Bank, which bad to 
he shelved because neither 
bank was robust enough to 
proceed. Five banks, the hug- 
est of them British & Common- 
wealth Merchant Bank, were 
also forced into administration 
- the first bad spate of bank 
failures in a decade. 

This spring, tew bankers see 
an early end to it all Lord 
Alexander, the chairman of 
NatWest, told shareholders not 
to expect any improvement in 
the first half of this year. 
Because the peak in bad debts 
tends to lag behind the recov- 
ery, the latter part of this year 
could still bring heavy losses. 

But the more enduring 
impact of the recession may 
well he to speed up the shake- 
out in the banking industry. 
All the big clearing banks have 
now embarked on major cost- 
cutting measures which wDl 
Involve the loss of more than 


UK dewing bank rewrite (Pro pre-tax) 



1989 

1990 

% change 

Abbey National 

501 

582 

16% 

Barclays 

682 

760 

10 % 

Lloyds 

(715) i 

591 

- 

Midland 

(261) 

11 

- 

NatWest 

404 j 

504 

25% 

TSB 

,55 j 

312 

101 % 


to operate - in tee 
. but there is little use of 
electronic terminals and 
EFTFOS (electronic funds 
transfer at paint of sale), while 
debit cards have been very 
slow to emerge. 

Oh -the other side of the 
world. Visa International 
would like to creek the Ger- 
man market by persuading, one 
of the three large German 
banks to join it. Last year, 
however, Deutsche Bank , the 
largest German bank which 
has led resistance to Visa, 
launched a Eurocard with a 
revolving credit which it is 
marketing to the general pub- 
lic as well as to its own cus- 
tomers. The move signals a 
fiuther step towards competi- 
tion, but boosts the Burocard/ 
MasterCard alliance. 

Meanwhile the European 
Commission doggedly contin- 
ues to try and build up a single 
market in retail hanking as in 
other areas. 

In October 1990 the commis- 
sion published a green paper 
on cross-border payments. Sir 
Leon Brittan, the commis- 
sioner responsible, says that 
building a common payments 
system is an essential plank 
for the Community's plans to 
establish a single market in all 
areas of economic activity. 

Commercial banks in the 
twelve EC nations initially 
reacted with some hostility to 
Sir Leon's proposals, evidently 
seeing them as an attack on 
the lucrative commission 
income they earn each time a 
payment in one community 
currency is translated into 
another. Two committees of 
consumers and bankers are 


now looking into the problems 
involved and are due to report 
by the end of the year. 

In the mark et p la ce. Euro- 
pean fi nan c ial s ervice s players 
are reaching out beyond their 
hone countries. Barclays and 
Bank of Scotland have both 
entered the German credit cant 
processing market and Bar- 
clays has s t a rte d to toot Visa 
and debtt carifs in Genaamr. 

In the mortgage market, . 
Hypobank (Bayerlsdte Hypo- 
tek und Wectael Bank) has 
announced plans to market its 
mortgage products in Italy. 
Two British lenders. Abbey 
National arte Woolwich Bulla* 
ing Society, are already there. 
Hypobank has already set up. 
subsidiaries In severe! Euro-/ 
pean countries including - 
Britain. By contrast, Halifax, 
the largest UK mortgage 
leader, has yet to set op 
outside its coun try 


Woolwich has also attend 
the Ranch market by baying 
Midland's French subsidiary, 
P smq iy* Immobilize do Credit. 

In the UK. however, a num- 
ber of the foreign banks which 
mitered the market in the late 
1988s are now trying to with- 
draw because of the depressed 
housing market. Wgst pac of 
Australia sold its E20Qm mort- 
gage book to Household Mort- 
gage Corporation, a specialist 
tender, in April 
Around 30 smaller mortgage 
lenders are now trying to with- . 
draw from the UK market, fol- 
lowing the of Chase Man- 
hattan, which sold its portfolio 
to HMC eariy this year. 

Those who plan to soldier on 
in the UK recognise the need 
for caution. "We intend to stay 
in the UK mortgage market, 
but we recognise that for the 
time being cme has to go slowly 
and keep a low profile." says 
one London-based French 
bank. 

David Barduwd 


30.000 jobs and several hundred 
branches over the next two or 
three years. In some cases, as 
with Lloyds, this also involves 
a retreat from specific markets 
overseas, usually those on the 
periphery. 

The biggest structural ques- 
tion hanging over the clearing 
bank sector is the future of 
Midland now that the Hong- 
kong marriage is off. Str Kit 
McMahon, the chairman, is 


Five banks went Into 
administration — the 
first bad spate 
of bank failure? . 

In a decade 


leaving early to make way for 
new management under Mr 
Brian Pearse, the former 
finance director of Barclays, to 
sort out the bank’s future. 
Although there has been much 
speculation about a possible 
takeover of Midland, it is hard 
to identify a credible candi- 
date. Mr Pearse is now engaged 
upon a strategy review, but he 
is expected to fight to keep 
Midland independent 

The merchant hanking sec- 
tor has also been hard hit. 
Profits have been down at lead- 
ing names such as Schraders, 
Kleinworts, Warburg, 
and Morgan Grenfell, with 
causes mainly last year’s 
depressed investment and cor- 
porate finance markets. An 
exception was Hambros, whose 
more specialised approach 
enabled it to report an 18 per 
cent increase. 

A notable disaster was Guin- 
ness Mahon which lost £35m 
on bad debts. This was signifi- 
cant because the group was 
acquired only two years ago by 
the Bank of Yokohama in what 
was seen as a ground-breaking 


move by a Japanese hank into 
UK merchant banking - but 
now one which others will be 
in no hurry to follow. 

The recession has not helped 
the image of the banking 
industry. Accusations of banks 
“polling the plug” on hard- 
pressed customers abound. But 
the banka have taken steps to 
meet a worsening market. 
They have reopened the inten- 
sive care Tintta with which they 
nursed corporate casualties 
through the last recession. In a 
few isolated cases they have 
even converted loans into 
equity, though they stress that 
tins is not a trend which they 
encourage. 

Their position has not been 
helped by the widespread view 
that banks contributed to the 
present recession through 
excessive lending in the 1980s 
— a charge which they natu- 
rally deny. Nonetheless, they 
are trying to complete a new 
Code of Conduct to head off the 
threat of tougher legislative 
controls on their activities. 

But not all bankers take the 
gloomy view. The Bank of 
Scotland, long considered one 
of the best-managed UK banks, 
has just announced a £20Qm 
rights issue because it wants to 
take advantage of what it con- 
siders to be excellent prospects 
in the UK. 

Mr Bruce PattuDo, the group 
chief executive, points out that 
the problems besetting many 
banks are helping to reduce 
competition and improve the 
profitability of the banking 
market. So any bank which 
can enlarge its market share 
should be well-placed. “Our 
whole delivery system Is 
geared to winning market 
share,” he says. "In the future 
this business will have higher 
margins. " 

David Lascalles 
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Need a good Bank in Croatia? 

PRIVREDNA BANKA ZAGREB DJD. 

opening new opportunities in 
financial business 


ffi sdOflteo & International Division Senior Management P.O. Bax 
1032, RaCkoga ft 41000 Zagreb, Yugoslavia. Phone: + 38 41 450822. 
Telex: 31120 FBZ YU Fax + 38 41 447234, Cable: PRIVREDBANKA 
ZAGREB, S.W.IF.T. PBZG YU 22 







Budapest BankLtd. 

fully authorized for all kinds 
of commercial and banking services. 

Your reliable partner 
in Hungary 

— in handling your business 
— in cooperation in the field of 
Hungarian banking and finance 

Contact: 

International Division 
Address: Budapest V., Alp&ri Gyula u. 5. 

P.O. Box: H— 1852 Budapest 
Phone: (361) 117-1455, 117-1179 Fax: (361) 117-1622 
Telex: 20-2799, 20-2571 


Investment and Capital Markets 
Department 

Address: Budapest V., Defik Ferenc u_ 5. 

P.O. Box: H— 1852 Budapest 
Phone: (361) 118-6209 Telex: 22-3013 
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OUGOBANKA D.D. 
BEOGRAD 

Jugobanka D.D. Beograd has been acting as a shareholding- and united banking 
organisation since January 1st 1990. Despite economic problems in the country 
Jugobanka successfully carries out all its foreign obligations due to its well 
developed business network made up of 21 mam branches, 2 branch offices and a 
sister bank; Jugobanka Jubbartka Sarajevo and over a further 400 business units 
throughout Yugoslavia. 

Through its wide correspondent network which includes over 1.200 world banks 
Jugobanka operates an efficient service of the highest quality for its efients in afl 
sectors of the economy. Jugobanka executes international payment transactions 
to the value of over 10 billion US$ and realises currency Inflow from the exports of 
goods and sevices to the value of 3 billion US$. In these transactions Jugobanka 
occupies the leading posfrton In Yugoslavia. 

The Internationa! business network of Jugobanka D.D. is made up of the foHcwinq- 
New York Agency, representative offices and information bureaux in London 
Paris, ZQrich, Amsterdam, Berlin. Baghdad, Chicago, Dusseldorf , Frankfurt. ' 
Hamburg, Hannover, Los Angeles. Mannheim, Milan, Mfinich, Nflmbera 
Stockholm, Stuttgart. Toronto, Tripol and Vienna. 

JUGOBANKA NEW YORK AGENCY ‘ 
500 Fifth Avenue, Hoot 23 
NEW YORK, N.Y. 10110 
Phone: (212)7042900 

Telex: 661042, 845770 
Fax:(212)704 2959 

JUGOBANKA 
^Ptoentanx Frankfurt /M 
Goethe Strssse2fl| 

6000 FHANKFURT/Man 1 
Phone: (069) 285958, 285 957 
Telex: 414710 • 

Fax: (69) 280 469 


JUGOBANKA DO BEOGRAD 

7 Jufia 19-21, 11000 BEOGRAD, Yugoslavia 

Phone: (11) 630 022 

Telex: 71004, 71005 

Fax: 637264, 635085, 630435 

Swift: T1DJUGOYUBG 

JUGOBANKA 
Representative Office 
Salisbury House, First Floor, 

London WaB. LONDON EC2M 5RT 

Phone:(071}6289061 

Telex: 883031 . 
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( INTERNATIONAL BANKING 5~~) 




THE pessimism which seemed to 
surround the US banking industry 
just six months ago, as had debt 
provisions soared, has changed to a 
wary optimism that the worst may 
be past. 

However, the current US reces- 
sion could yet spring some nasty 
surprises. Even If the industry's 
earnings are on the mend, it stDl 
faces a painful period of cost-cutting 
and consolidation - amid govern- 
ment efforts to push through the 
biggest reform of the industry since 
the 1380s. 

The crisis atmosphere of last 
autumn was concentrated mainly in 
the north-east of the US as a 
regional recesakm,which developed 
into a full-blown national down- 
turn, undermined the commercial 
property market. Banks* reel estate 
loan loss provisions mounted 
sharply, the Boston-based Bank of 
New England teetered on the edge 
of Insolvency (finally succumbing in 
January} and dark rumours circu- 
lated about the possible failure of 
one of New York’s large money cen- 
tre banks. 

Since then, however, there has 
been a dramatic, change In senti- 
ment, underfilled by a sharp rise in 
bank share prices hi the first- quar- 
ter of this year and a willingness of 
investors to inject sizeable amounts 
of new capital into the industry. 

It is perhaps significant that the 
failed Bank of New England was 
eventually bought by Fleet /Norstar 


THE UNITED STATES 

A wary optimism 


Financial, a fast-growing Rhode 
Island bank, with the backing of 
Kohlberg Kravis Roberts, the lever- 
aged buy-out specialist. It was the 
canny KKR's first foray into bank-.. 


^Sdznit 


ittedly. Fleet /Norstar and 
KKR got a very attractive deal on 
BNE - the government-run Federal 
Deposit Insurance Corporation will 
'assume all the hank's risky loans, 
almost assuring the buyer lucrative 
returns. 

But t he industry's fundamentals 
are also starting to look brighter, 
even though most hanks reported a 
slide in first quarter earnings, 
mainly due to further jumps in bad 
debt writeoffs and provisions. • 

The gradual reduction of 
short-term interest rates over the 
past half year by the Federal 
Reserve has cut banks' funding 
costs, while lending rates have 
remained relatively high. The 
banks' net interest margin - the 
difference between the average cost 
of deposits and average yield on 
loans and other assets - has wid- 
ened markedly. 

In addition, the pace of increase 


in bad loans has been slowing. For 
example. Citicorp's addition to non- 
performing assets was $750m in the 
first quarter, compared to $S00m In 
the fourth quarter of last year and 
fl Jbn in the third quarter. 

That said, property problems are 
for from over. In much of the 
northeast, commercial real estate 
values are continuing to foil and 
many banks expect to make hefty 
provisions to toe end of the year 
- and possibly beyond. The problems 
extend right down the eastern sea- 
board. while California also suffers 
from a large overbuild. 

Moreover, the recession has been 
pushing up credit losses on con- 
sumer loans and could further 
intensify the banks’ problem portfo- 
lios of so-called HLT loans - bor- 
rowings which financed highly 
leveraged takeovers in the 1980s, 
many of have turned sour. 

On the positive side, the crisis 
has given a new urgency to banks’ 
efforts to cut their operating 
expenses. Jobs are being slashed, 
operations rationalised and periph- 
eral or unprofitable businesses sold 
off 


Costs could also be cut If a long- 
forecast consolidation of the indus- 
try through mergers finally starts 
to happen. 

However, any move in this direc- 
tion may have to wait for greater 
confidence in the industry that it is 
really on top of its property prob- 
lems. 

Wells Fargo, the San Francisco- 
based bank, held abortive talks on a 
possible merger last year with Los 
Angeles-based Security Pacific. A 
combination of toe two would be 
toe second largest bank in the US, 
but the talks were apparently 
suspended Last December shortly 
before Security Pacific announced a 
large loan loss provision and a 
retreat from world banking. On the 
east coast, a popular New York 
guessing game is which of toe large 
money centre banks will merge. 

Meanwhile, the super-regional 
banks which have emerged via 
takeovers over the past few years - 
such as Banc One in Ohio and 
NCNB in North Carolina - are also 
looking to expand their empires: 
Banc One considered a bid for Bank 
of New England, but was eventually 



That sinking feeling: Bank of New England failed in January 


put off by the state of the regional 
economy, while NCNB has been 
casting an eye over Florida’s trou- 
bled Southeast Banking. 

Cost-cutting would also be helped 
if the government’s plan for an 
overhaul of hanking legislation goes 
through Congress. For one of its 
central features would be to scrap 
the McFadden Act of 1927, whidi 
imposed severe controls on inter- 
state banking. The Treasury propos- 
als now being considered by Con- 
gress would allow banks to open 
branches across state lines without 
restrictions and buy banks in other 
states much more easily. At pres- 
ent, holding companies have to 
operate separate banks in separate 
states, which blocks them from sig- 


nificant economies of scale. 

Another central feature of the leg- 
islative package is a reform of the 
current system of deposit insur- 
ance. The Bank Insurance Fund, 
which compensates depositors in 
failed banks, has to be recapitalised 
because of the wave or insolvencies 
sweeping through the Industry. The 
administration also wants to curtail 
sharply the protection afforded to 
depositors.with insurance limited to 
£100,000 for a regular account at one 
bank. However, it would also retain 
the “too big to fail doctrine" - 
which argues that the fall-out from 
the failure of a large bank is poten- 
tially so dangerous that they must 
be bailed out. whatever the insur- 
ance costs. 


This issue has sharply divided the 
industry, with smaller banks argu- 
ing that it (and much else in the 
legislation) will create a bias in 
favour of large ones. 

So politically contentious is the 
Treasury reform package that few 
expect much of it to survive its pas- 
sage through Congress, except for 
some movement on deposit insur 
ance and possibly some action on 
interstate banking. 

The administration’s proposals to 
scrap the Glass Steagall Act, which 
separates commercial banking and 
the securities industry, seems to 
have little hope. The same can be 
said for its plan to inject fresh capi- 
tal into the industry by allowing 
industrial companies to own bank 

holding companies. 

If the bill does get mired down in 
Congress this will not have an 
immediately damaging effect on the 
sector, which is looking above all 
for light at the end of the recession. 

But most analysts say that over 
the longer term, without fundamen- 
tal changes in the anachronistic 
framework of the industry, it will 
continue to be financially stretched, 
inefficient and likely to retreat fur- 
ther from international competition. 
Some 20 years ago. there were nine 
US banks in the global top 30. 
Today there is just one. 

Martin Dickson, 
New York 
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FOR A long tone, Japanese banks 
have beat toe envy of toe world, 
with their huge access to low-cost 
foods, unrealised stock gains, sup- 
portive regulatory environment 
and passive shareholders. 

A boomisg stock market and ris- 
ing yea enabled them to aggres- 
sively pursue overseas markets. 
Japanese banks’ share of 
assets rose above 40 per cent as 
heavy overseas lending continued.. 
Bankers In rival countries, espe- 
cially the US, «*ww|»fnhi»d that Jap- 
anese lending practices made it 
impossible to compete. 

But those days seem to be gone. 
After many years of double-digit 
growth in their International part- 
folios, Japanese banks are slowing 
down, looking to raise asset quality 
and profitability. 

The Japanese economic newspa- 
per, the Nihon Keizai Shimbun. 
recently reported that in the six- 
month period ended March 1991, 
foreign currency assets of Japanese 
banks had declined for toe first 
time. The Bank of Japan said its 
statistics would not be ready for 
months, and an informal surrey of 
several major banks could find 
none wilting to admit to a drop. 
But all c onfirm ed that their inter 
national strategies hare changed, 
from almost unrestrained growth, 
to modest, planned expansion at a 
single-digit animal rate. 

“It has suddenly dawned on Japa- 



JAPAN 


Modest growth forecast 


Bank of Japan: daraguiaflon la at critical point 


nese hanks that growth is no lon- 
ger a good thing,’* says Mr Robert 
zirffnciri , a bunking’ analyst at Jar- 
dlne Fleming Securities. “It has 
also dawned on them that they 
made a lot of bad (foreign) loans, so 
by ihwMng their asset growth, the 


p rofitabilit y of overseas operations 
increases," 

.When Japanese stock prices were 
high and capital was plentiful, 
hanka measured their success by 
market share, trying to grow as 
much as possible. But approaching 



the March 1993 deadline set by the 
Bank for International Settlements 
to bring capital ratios up to 8 per 
cent, Japanese banks find them- 
selves in a different situation. 

. The Ministry of Finance has 
taken a harder line with toe bank- 
ing industry, limiting the ability to 
raise capital through equity -related 
ftimnrtitg . Recent weakness in the 
Japanese stock mar ket has also 
hurt, lowering the portion of 
unrealised gains for stock portfo- 
lios which can be applied to capital 
ratios. A slowdown in Japanese 
economic growth and weakness in 
the domestic real estate market 
hare prompted international credit 
rating agencies to downgrade Japa- 
nese bonks trom their top ranMngs.. 

One banking analyst with 
Moody’s Japan K. K. says that 
while Japanese banks have no need 
to pare back sharply their foreign 
asset portfolios, a marginal decline 
would not be surprising. Evan fol- 
lowing a round of downgradings, 
major Japanese banks are still at 
least two ranks higher than their 
US counterparts. 


But financial deregulation has 
progressed to a critical point in 
Japan, raising funding cost even 
farther. While the last low-cost 
funding source for banks, ordinary 
savings deposits paying about 2 per 
cent, is still safe trom change for 
the moment, interest rate deregula- 
tion is closing in. An advisory 
council to the finance ministry 
recently recommended the Intro- 
duction of money market deposit- 
type accounts paying higher inter- 
est, and the day when all interest 
rates will be fully liberalised is 
now hi sight 

These changes are making life 
more difficult for the top “city 
banks”, whose large branch net- 
works and range of businesses will 
help keep them competitive in most 
environments. But toe specialty 
institutions - long-term credit 
hawks, trust hanks and the Bank of 
Tokyo - will hare a tougher time 
at home as a result of financial 
liberalisation, and this may cause 
them problems abroad as well. 

As the international capital mar- 
kets have grown, the business of 


lending to large Japanese corporate 
customers has become more com- 
petitive, and less profitable. The 
trend in the Japanese banking 
industry has been a shift to smaller 
customers with fatter profit mar- 
gins. For the specialty banks with 
smaller branch networks, such a 
shift is no easy task. 

Mr Hironobu Jlbiki. a director 
and general manager of the Inter- 
national planning department at 
the Long-Term Credit Bank of 

Banks are slowing down, 
looking to raise asset 
quality and profitability 

Japan, says his bank’s strategy at 
home and abroad is to emphasise 
low-risk, high-return business, a 
seemingly difficult job. Overall 
asset growth for LTCB is expected 
to be in toe range of 5 per cent, 
compared with more than 10 per 
cent hi recent years. To replace toe 
lost growth in assets, Mr Jlbiki 
says LTCB will try to increase fee- 


earnings businesses, off-balance 
sheet transactions and the trading 
of foreign exchange and govern- 
ment bonds, all of which can raise 
profitability without requiring 
banks to set aside risk-weighted 
capital. 

Despite LTCB’s aggressive move 
into US buyout financing in the 
late 1980s, Mr Jibiki says his 
bank’s share of non-performing 
as sets is much smaller than mqjor 
American competitors. That will 
allow LTCB to continue growing at 
a modest pace, even as other banks 
pull back, be says. 

But Jardine Fleming’s Mr Zielin- 
ski believes Japanese banks have 
definitely curtailed their US lend- 
ing activity. “The profitability of 
US banks is getting much higher. 
That Is a sign Japanese banks have 
halted predatory practices in the 
US." 

LTCB’s Mr Jibiki will not admit 
that Japanese banks are pulling 
back in the US, although he does 
say the industry is making a big 
push in south-east Asia. 

Still, the number of credit wor- 
thy customers in Asia is tiny com- 
pared with the US and Europe, 
which is where analysts say Japa- 
nese h ank s are expected to con- 
tinue their international focus. 

Seth Sulkin. 
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A SUCCESSFUL BUSINESS DEAL HAS A LOT TO DO WITH 
CHOOSING THE RIGHT PARTNER 





ARAB BANK 

60 years of banking experience around the world 
ARAB BANK GROUP BALANCE SHEET 

CAPITAL & RESERVES US$ 903 MILLION 

DEPOSITS US$ 12 BILLION 

TOTAL ASSETS US$ 15,5 BILLION 

ARAB BANK , GENERAL MANAGEMENT, SHME1SANI, AMMAN, P.O. BOX 950544-5 
TELEPHONE:6601 15.660131. TELEX: 23091 ARABNK JO, FAX:(962)(6)606793. 
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EUROPE 1992 no longer 
quickens bankers' pulses as it 
did a year or two ago: there are 
too many distractions, such as 
the emergence of the east 
European market and the 
clouds of recession. 

However, this has not pre- 
vented the prospect of a single 
hanking market from continu- 
ing to be one of the strongest 
forces sha p in g ha wiring strat- 
egy in Europe. A string of 
recent deals shows that bank- 
ers remain keen to forge cross- 
border alliances and acquisi- 
tions. 

Barclays Bank has spent sev- 
eral hundred milli on pounds 
buying two banks in France 
and Germany, Europdene de 
Credit aid Merck, Finck, fol- 
lowing which it now has a foot- 
hold in the EC’s major banking 
markets, and is emerging as 
one of the largest multina- 
tional banks. It has also begun 
to export its expertise in credit 
cards more aggressively, most 
recently with a move into the 
German market where card 
ownership is among the lowest 
in Europe. 

Credit Lyonnais has pre- 
served its reputation as 
Europe’s most acquisition- 
minded bank with a string of 
smaller deals, most recently in 
northern Spain, where it is 
negotiating to buy Banco Jover 
as part of its strategy of becom- 
ing a full service bank 
throughout the EC. 

“Our top priority is to build 
a major bank in Europe,” says 
Mr Bernard Thiolon. the 
group’s general manager. 

Many banks have preferred a 
more limited strategy and have 
concentrated on acquiring 
stakes in other banks so as to 
foster closer relationships. 

Banque Rationale de Paris 
bought five per cent of Klein- 
wort Benson, the London mer- 
chant bank, and Dresdner 

Rank hOUg&t a •rimflar stake 111 

the Banesto group, which con- 
trols one of Spain’s biggest 
banks. 

Dresdner also has a partner- 
ship with BNP to work 
together in the single market 
The two banks hope eventoall 
to seal it with a cross share- 
holding. 

One of the most ambitious 
deals - if it comes off - will 
be an exchange of stakes 
between Commerzbank. Ger- 
many’s third largest, and 
Credit Lyonnais. The two 
banks will probably buy up to 
10 per cent of each other. Exec- 
utives at the two banks say the 
deal is the best way to gain 
access to each others’ markets 
because other routes, such as 
acquisition or building from 
scratch, are not practical 
At a more workaday level. 



TMolon: ‘Our top priority is to build a major bank in Europe’ 


Lord Alexander seeking to retain London's pre-eminence 


1992 remains a strong force shaping European banking strategy 

The lure of the single market 


several banks have also signed 
cooperation agreements which 
bind them to share services 
without necessarily acquiring 
mutual stakes. Typical was a 
five-bank agreement signed in 
March between Credit Agricole 
of France, Rabobank of the 
Netherlands, Banco Ambrosi- 
ano of Italy, Lloyds Bank of the 
UK and Bayerische Vereins- 
bank of Germany to allow each 
others’ customers access to 
their branches. 

Many of the deals have been 
made not just to enter new 
geographical markets but to 
acquire new expertise. This 
has been particularly true of 
acquisitions made in London, 
where foreign banks have 
sought merchant h anking and 
fund management skills 

The most eye-catching 
remains Deutsche Bank's 18- 
month-old purchase of Morgan 
Grenfell for almost £lbn. The 
two banks are building up 
their relationship, though prog- 
ress has been hampered by the 
UK recession and the slump In 
corporate finance activity 
which produced a disappoint- 
ing fall in Morgan’s profits. 
Nonetheless, Mr Guy Dawson, 
the head of Morgan Grenfell’s 
corporate finance department, 
says he is pleased with prog- 
ress. 

“This is an opportunity to 


build a genuine International 
advisory network using our 
merchant hanking strength 
and Deutsche Rank 's network 
reach, 1 * he says. “But it will 
only work if we are seen to be 
independent of Deutsche 
Bank.” 

There are similar ambitions 
at Chartered WestLB, the joint 
venture merchant bank 
between Standard Chartered 
anil Westdeutsche Landesbank. 
Business is building up after a 

Many deals have been 
made not Just to enter 
new markets but to 
acquire new expertise 

slow start, says Mr Patrick 
Macdougall, the chief execu- 
tive. 

In Brussels, much of the reg- 
ulatory work In the banking 
area is now complete, accord- 
ing to Sir Leon Brittan, the 
commissioner responsible for 
flwanriai services. The Second 
Banking Directive, which 
establishes the “passport” 
which will enable banks to 
migrate freely across EC fron- 
tiers, comes into force at the 
end of next year. Other mea- 
sures dealing with capital ade- 
quacy and large exposures are 
in the works. 


One big stumbling block that 
has cropped up is the UK gov- 
ernment’s attempt to limit 
acquisitions of UK rampanifre 
by foreign state-owned entities 
fee: fear of “nationalisation by 
the back door”. This has had a 
big impact on the banking sec- 
tor because so many large Con- 
tinental banks are owned by 
the state. 

Although Mr Peter Lilley, 
the UK trade minister, was 
unsuccessful in Us attempt to 
block the purchase of Wood- 
chests, an Irish leasing com- 
pany with a big UK presence, 
by Credit Lyonnais, he pre- 
vented the same bank from 
buying Signet, the UK credit 
card company. Credit Lyonnais 
responded by lodging a com- 
plaint with the commission. 

Significantly,, the Bank of 
England its voice to 

concerns about the growth of 
state-owned banks. Mr Brian 
Quinn, the head of supervision, 
said recently that state owner- 
ship Of hawks COUld hiwrier the 
evolution of the single market 
because it limits competition. 
He said EC gove rnm ents would 
have to get used to the idea of 
loosening national control over 
their banking systems if the 
single market was to evolve. 

But Mr Thiolon of Credit 
Lyonnais counters: “The of 
belonging to the state does not 


imply uniformity. We demon- 
strate total management 
autonomy.” 

The tough stand taken by 
the UK com es at a when 
it is trying to reinforce Lon- 
don’s claim to be the fending 
financial centre of the EC. 
That position has been seen as 
vulnerable because of the 
City's high costs and growing 
regulatory apparatus. 

However the UK’s entry into 
the exchang e rate mechanism 
of tiie European Monetary Sys- 
tem last October was a wel- 
come boost to the City because 
it carried a political commit- 
ment to the process of finan- 
cial integration with Europe. 
The Rank Of Rn gfanri jg ngW 
working to build London as a 
centre for trading in the Ecu 
a gatnat the day when mone- 
tary union becomes a reality. 

The prize every EC co unt r y 
has its eyes on is to become 
the home of the proposed Euro- 
pean central bank. Lord Alex- 
ander, the chairman of the 
NatWest R ank, made the stron- 
gest pitch yet on London's 
behalf when he said earlier 
this month: “Our pre-eminence 
must be maintained on merit 
- or jobs, prosperity and inter- 
national influence will evapo- 
rate overnight" 

David Lascelles 


COMMERCIAL BANKING 

Caution is the new 
watchword in 



A COMBINATION of the 

recession in the Anglo-Saxon 

economies and new capital 
adequacy requirements has led 
many international banks to 
look even more cautiously at 
their lending activities. 

The Basle international capi- 
tal adequacy requirements 
have had a -considerable 
Impact on the loans market 
They have forced many banks 

- particularly the Japanese. - 
either to limit the growth of 
their assets or reduce their 
loans books to meet the inter- 
nationally-agreed standards for 
the ratio of capital to assets. 

Japanese banks accounted 
for some 40-50 per cent of new 
lending to the late 1960s. How- 
ever, concern about the capital 
adequacy requirements 
that they have refrained from 
participating in the lending 
market to a great extent. How- 
ever, one Japanese banker esti- 
mates that Japanese banks 
would account for perhaps 20 
to 25 per cent of new lending 
for the rest of this year. 

So what has this meant for 
those companies which do 
want to borrow money? 

There is no doubt that after 
years in which the competition 
was so tough that banks had to 
fight for business,the shoe is 
now on the other foot. Bankers 
find that they are in a position 
of control The most noticeable 
effect is that they can demand 
a higher price. Pricing on loans 

- the margins over London 
interbank offered rates and 
various fees - has doubled, if 
not trebled. In the last two 


The bead of one of the larger 
syndicated taama to toe 
City says: “Fees were far too 
tight before. Bankers couldn't 
live with that, they couldn’t 
make profits. Take the case of 
a single-A rated UK co m pa n y. 
Two years ago, the margin 
over Libor would have been 15 
base points. A year ago it 
would have been 20-25 base 
points. Now it would be 45 base 
points.” 

Banks are also in a stronger 
position to demand tighter 
financial ratios and more 
detailed covenants. For exam- 
ple, in some cases bankers 
require interest cover (profit 
divided by total interest 
charged) to be to the range of 


2&5 tiwiea. Bankets say that in 
cases where interest cover was 
part of the covenant a year or 
so ago, it might have bees 1.5- 
L75 times. 

Likewise gearing (the debi- 
to-eqttity ratio) has also 
become a matter of conc ern . A 
year ago, gearing ratios of up 
to 150 per cent were accept- 
able. Today, hankers feel more 
flOMftmihfe if the upper limit 
is kept to 100-125 per coot 

They also feel the seed to 
scrutinise company accounts, 
at more frequent intervals, 
asking lor half-yearly or even 
quarterly management 
accounts so that they can keep 
a closer watch on the com- 
pany’s Hnnnrifll position. 

Many of the top quality 

hanks riaim that they fed less 
comfortable about feeding to a 
company unless they are given 
these reassurances. Of course, 
while hanks find themselves in 
a position of power - stem- 
ming from the shortage of 

Bankers find 
themselves in a 
position of control . 

lender s - they can demand 
such financial reassurances. 
But if and when the lending 
market becomes more competi- 
tive again, perhaps once the 
recession is over, they may 
find it difficult to continue 
insisting on the provision of 
such figures. Indeed, they 
could see pricing come down 
and companies considerably 
less willing to agree to finan- 
cial ratios in the covenants. 

The US recession and eco- 
nomic sl ow down in Europe has 
meant that far fewer compa- 
nies are in a position to borrow 
heavily. In the US and UK, 
many companies are highly 
geared already. Some are 
uncomfortable with a high 
level of borrowing . because 
they feel they are at the mercy 
of thpir bankers:, if business 
conditions deteriorate, they 
feel the banks might beco me 
nervous and call in their loans. 

As a result, many companies 
are in tiie process of raising 
equity capital to reduce their 
gearing. The London stock . 
market has seen a spate of. . 
lights Issues recently as one 


company after, another has 
tftkeh advantage of .Jtbt 
renewed posfcGulfWar institu- 
tional appetite for equities to 
reduce gearing. " 

. Giber companies feei ^Bafer* 
using bilateral tarn*, -or- ^bor- 
rowing from f very juaaU 
group of banks as they dfelikt 
toe idea that their, bans could 
be sold on to a much' bipw 
group of banks, .tt kww are 
sold on. it can make renegotia- 
tion much more troublesome 
- as Mr Rupert Murdoch dis- 
covered with News Corpora: 
tion's bankers. - 

The economic slowdown - 
exacerbated by worries about 
the situation in the Middle 
East in the second half of HBQ 
and early 1991 - has fed id a 
slowdown in the volume of 
new syndicated loans fed— . 
As a result, few banks are beef- 
ing up their syndicated loan 
teams - indeed, National 
Westminster has decided to cut 
back staff - though most 
believe that the gloomy eco- 
nomic conditions will prove 
short-lived. 

Some banks are wondering 
whether British companies will 
return to the loans market In 
. the next year or so «s thdfr 
multiple option ferifitfea (Mob) 
case up for renewal 

Many British companies set 
up Mofc in the late 1880s 
because they provided a range 
of competitive standby funding 
options. They were often 
arranged on very favourable 
terms for the borrowers. Banks 
were keen for tiie business so 
pricing was aggressive: hence a 
co m pany pays a fee.to be able 
to draw on foods, often at a 
rather thin margin over Libor. 

A lot of companies took Mofe 
as a form of cheap " insur ance’ 1 
in case they needed todraw on 
extra ftmds. In the event, com- 
panies needing funds were 
often unable to fall back on 
these facilities as technical 
breaches of loan covenants 
allowed banks to wriggle out of 
their obligations. 

One senior banker points out 
Hut to many tfe compa- 
nies arranged to be able to bor- 
row for more than they needed, 
to ids view, . such companies 
are unlikely to renew their bor- 
rowing arrangements. 

Sara Webb 






Composition with blue; Mondnim, 1937, Haags Gemeentantucum. 



Rabobank Q 

The Art of Dutch Banking 


Rabobank Nederland, Croeselaan 18, 3521 CB Utrecht, the Netherlands. Telex 40200. 

New York, Dallas, San Francis co . Sao ftnlo, Curasao, London. Antweip, Brussels, Puis, Luxemburg, Zurich, Milan, 
Madrid, Singapore, Hong Kong, Jakarta, Sydney, ADCA-Bank (Frankfurt, Berlin, DUsseldorf, Hamburg, Hanover, 

Leipzig. Munich, Stuttgart). 


In banking, as in art, 
a clear concept 
can make all the 
difference. 

The Dutch artist Mondriaan spent more than 20 
years refining a style of painting he called neo- 
plastidsm. Similarly, Rabobank carefully defined and 
refined its own style of banking. As the Dutch 
economy and industry grew, so did Rabobank, 
becoming one of the largest domestic banks. Today, 
with total assets of more than US $ 115 billion, 
Rabobank is one of the top 50 banks in the world, 
with offices in major financial centres and ports 
around the globe, active in financing agn'Kn^npg c 
commodities and in every aspect of international 
banking. And we still have our own clear; long-term 
view of client relationship, based on commitment, 
dedication and trust 
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East path strains resources 




- RESULTS FOR 1990, IN DM 


Bank 

• Total upwatfofl 

pro« 

Parti*! operating 
proflT 

Net Income 

Net Interest 
Income 

Net fee income 

Dividend 

Deutsche Bank 
Dresdner Bank 

Commerzbank 

5,13bn(+9.7%) 

(na) 

(na) 

4.53bn (+17%) 
1.B5bn (+4%) 
VSBbn (+18J3%) 

1.07tan(-20.4%) 
921m (+42%) 
667m (-0.01%) 

9.1bn(+20%) 
4.73bn (+11.9%) 
3.43bn ( + 13.1%) 

3.8bn (+29%) 
l.aStin (+1.7%) 
1.34bn (+11.2%) 

14 (14) 
12 (12) 
10 (9) 

'Excluding own aewnaf (rndtrip. Boorou Company flaws 


IN INTERNATIONAL terms. 

the 1990 results of the trig three 

German hanka look more than 
respectable^ Earnings were 
considerably boosted by strong 
credit growth accompanied by 
slightly wider interest rate 
margins; balance sheets 
remain basically, solid; and, 
through east Germany, expan- 
ded deposit bases constitute an 
important extra guarantee of 
future profitability. 

At the same time, the year in 
which the largest of the three, 
Deutsche Bank, revealed its 
trading profits for the first 
time was hazardous for both 
bond and equity dealers, entail- 
ing significant write-downs. 
Concern about the deterlorac- 
Ition in eastern Europe 
mark cm the accounts. 

All the banks topped up 
their risk provisions considera- 
bly. Commerzbank, at pains to 
present a healthy set or figures 
from Mr Walter Seipp, its retir- 
ing chief executive, has raised 
to 60 pcs: cent its cover on a 
total of DM5.3bn ($3bn) of 
country risk exposure. This 
still leaves it well behind levels 
at Deutsche Bank and Dresd- 
ner, with the uncovered por- 
tion representing around 33 per 
cent of its capital base, com- 
pared with 9 per cent at Deut- 
sche Bank and 15 per cent at 
Dresdner, according to esti- 
mates by Salomon Brothers. 

The provisions boost at Corn- 
mere was paid for largely by 
sales of industrial holdings, 
including the extraordinary 
gain from disposals of its 10 
per cent stake in construction 
company Hochtief. Deutsche 
Bank’s addition of a further 
eight countries (mostly in east- 
ern Europe) to the list, of prob- 
lem debtors was bought at the 
expense of a sharp 20 per cent 
Call in net income as it put 
aside what industry sources 
estimated as ah extra DMUibn. 

Whether to include the 
Soviet Union as a problem 
debtor has proved contentions, 
with Mr Hi l mar Kopper, chief 
executive of Deutsche, reveal- 
ing at the beginning of the 
year that his hank was for the 
first time making provisions, 
while Mr Seipp and others 
have fiercely criticised the 
move as politically insensitive 
(Commerzbank is less exposed 





The Drasdner Bank: aiming 
high In fhe east 

to the USSR, with perhaps 
DM800m in outstanding loans). 

In terms of capital adequacy, 
German famka may fees noth- 
ing of the difficulties of, say, 
the Japanese in meeting the 
Basle standards, hut the sepa- 
rate institutions continue to 
lobby in Bonn for competitive 
treatment when EC capital 
adequacy regulations are writ- 
ten into national law. At the 
moment highly conservative 
standards, upheld by both 
Bundesbank and the Berlin 
banking regulators, severely 
restrict the domestic institu- 
tions in what they can count 
as core capital. The banks still 
hope to be successful in per- 
suading Bonn — with an eye 
on international competitive- 
ness to relent on the treat- 
ment of revaluation reserves. 

Expansion into east Ger- 
many has represented a seri- 
ous strain on resources since 
currency union last July, but 
tire banks have already built 
up an important new depositor 


Mr Hopper has stressed 
that it is the 17m east German 
citizens as private clients that 
constitute the principal allure 
for his bank, warranting the 
leap of faith involved in taking 
on, through the joint venture, 
part of the old communist 
banking system. 

Both Deutsche and Dresdner, 
which also adopted this path, 
have been able, at least ini- 
tially, to pull for ahead of Com- 
merzbank, which opted to go it 
alone in building a branch net- 
work - a strategy that has 
proved more costly than expec- 
ted. Within three months of 
starting, both Deutsche and 
Dresdner had some half a mil- 
lion new account holders, and 
gathered in deposits in excess 
of DMIShn apiece. “Dresdner 
has been able to keep pace 
with Deutsche in its new busi- 
ness development," observes 
Ur Stephen Lewis, banking 
analyst at Salomon in London. 
“It can therefore eventually 
expect to achieve a roughly 
fimtfior market share to that of 
Deutsche in the eastern states 
- a position it certainly does 
not have in the west.” 

All the banks have been 
wary in their approach to cor- 
porate lending in the east 
while earning useful fees from 
government-guaranteed loans 
propping up state industry. At 
the same time, Mr Kopper said 
that "a lew hundred millio n* 
D-Marks had already been allo- 
cated in provisions against the 
restricted amount of own risk 
lending undertaken in con- 
sumer finance and small busi- 
ness - an Indication of just 
bow severe the economic cli- 
mate in the east has been. 

While eastern Germany has 
proved a drain on resources, 
the banks have not entirely 
neglected the rest of Europe, 
particularly France. While 
Deutsche continues to look for 
a suitable acquisition, both 
Commerz (with Credit Lyon- 
nais) and Dresdner with 
(Banque Nationals de Paris) 
claim to be close to effecting 
share swaps as the basis for 
more intensive cooperation. 

It remains questionable bow 
effective the links will prove to 
be, but all the banks are con- 
vinced of the wisdom of a joint 
approach in pioneering the 


tricky east European market 
They also believe that the trad- 
ing links between France and 
Germany should facilitate a 
closer interweaving of the 
financial services sector, par- 
ticularly in view of the forth- 
coming single market 

Domestically, too, the banks 
are in a changing market Any- 
thing from the growth of the 
credit card business to the pro- 
liferation of derivatives prod- 
ucts testifies to the evolution 
of Finanzplau Deutschland. 
Many new products, most nota- 
bly tailored derivatives instru- 
ments, are important sources 
of new earnings. 

Another particularly lucra- 
tive area is the upmarket end 
of private hanking. Here the 
banks are in the midst of 
important reorganisations, 
positioning themselves to capi- 
talise on the much-heralded 
“inheritance generation” (it is 
estimated that the Germans' 
collective net worth will nearly 
double by the year 2000). 

From July Dresdner Bank is 
resurrecting the old “Hardy" 
private banking name to start 
a Frankfurt-based operation 
managing the portfolios of pri- 
vate clients worth around 
DM5m or more. Deutsche 
Bank, which has bought a 
majority share of the private 
banking house G rune Lius, 
recently announced it would 
set up special units around the 
country to advise depositors 
with funds of more than 
DM100,000. In March Commerz- 
bank said that it would acquire 
the private financial advisory 
unit of Matuschka, the 
Munich-based independent 
financial services group. 

Other developments, such as 
the advent of a D-Mark com- 
mercial paper market, have 
more ambiguous significance. 
Margins are wafer-thin and the 
growth of money market 
instruments in general could 
eventually help erode the 
banks' cheap funding base. 

On the whole, however, the 
banks see that change is inevi- 
table, and are increasingly 
willing to take an aggressive 
role in promoting such devel- 
opments. 

Katharine Campbell, 
Frankfurt 


AFTER several years In which France's 
banks were able to compensate for the 
erosion of their profit margins by Increas- 
ing business volumes, the merry-go-round 
flgafiy slowed down last year. 

With few exceptions, France’s leading 
banks reported sharp fells in profits in 
1990: down 53 per cent for Banque Nat- 
ional de Paris (BNP), down 25 per cent for 
Sodfifo Gdn&rale, down 26 per cent for 
Paribas. 

The handful of banks which reported 
higher profits were able to do so only 
because of unusual circumstances. Credit 
Commercial de France (CCF), for ■ 
reflected the difficult market 
with an 8 per cent decline in operating 
profits, but after securitising most of Its 
sovereign debt the previous year it was 
able to slash Us country risk provisions, 
allowing net profits to rise by 15 per cent 

Credit Lyonnais, which announced the 
best figures with a is per cent Increase In 
net profits, did so only because of the 
integration of Altus Finance, fhe former 
hanking arm of the Thomson electronics 
group. The parent bank, like Its competi- 
tors, recorded lower earnings. Group earn- 
ings per share dpciinaH too. 

The hanks have been hit on a number of 
fronts at once, with profit margins and 
volumes both suffering at the same time 
as a sharp deterioration In the quality of 
credit risks. 

In the capital market sector, banks con- 
tinued to record poor results. Low stock 
market trading volumes and a weak new 
issues market remained problems, while 
the Inverted yield curve continued for 
most of the year to make it difficult to 
turn a profit in the interest rate markets. 

Corporate lending showed some recov- 
ery in volume, but this was more than 
offset for most banks by the number of 
defaults, both in France and abroad, where 
hflnlm like Credit Agricole, Paribas, Indo- 


FRANCE 

The lean 
years 

suez and Credit Lyonnais were caught up 
in several of the more spectacular British 
bankruptcies. Credit Lyonnais nearly dou- 
bled overall provisions for specific cus- 
tomer risks to FFttlbn; the Paribas group 
raised its by 40 per cent to FFM95bn. 

Some banks, like Banque Fran&aise du 
Commerce Exterfeur (BFCE), recorded a 
modest Improvement in lending margins 
in 1990. BFCE found its average margin, 
which had fallen by a foil percentage point 
over the four previous years, rose slightly 
last year to 64 basis points, and this has 
improved again in the first months of 1991. 

Most banks, said that any reversal in 
the downwards trend for lending margins 
had taken place only late in the year. 
Socd6t6 GdnSrale, for example, said its 
average lending margin had fallen by 42 
basis points over the course of the year. 

Consumer banking, too, brought its 
headaches last year. After long neglecting 
this segment of the market during credit 
controls, the big high street banks have 
undertaken a breakneck expansion at their 
consumer loan portfolios in recent years. 
Last year, the rate of increase slowed 
down, and the problem loans began to 
surface - as consumer credit specialists 
such as Compagnie Bancaire and Banque 
Sofinco had long warned they would. 

This problem was aggravated by the 
introduction of the Neiertz law - named 


after Mrs Vfironique Neiertz, minister for 
consumer affairs — which set up mecha- 
nisms to allow over-indebted people to 
negotiate out of difficulties. The banks 
romplainpri that the law has mostly bene- 
fited people who are sufficiently cunning 
to exploit its workings, and who, in addi- 
tion, have usually lied to their creditors 
about their other borrowings. 

The Qnanpp ministry paid some heed to 
the complaints, and has modified the rules 
governing money market funds to enable 
hanks to recycle a greater proportion of 
their captive funds into their own certifi- 
cates of deposit 

This decision, which involves a relax- 
ation in the rules obliging mutual funds to 
spread their risks by allowing money mar- 
ket funds to hold up to 25 per cent of their 
assets in the securities of a single issuer, 
has been contested b& a dangerous rever- 
sal of principle, with potential long term 
investor protection risks- Finance ministry 
officials defend the decision, however, on 
the grounds that money market funds 
have a logic quite different from that of 
equity and bond mutual funds, and argu- 
ing that investors are still well protected. 

One final aspect of the deterioration of 
bank profitability is the substantial rise in 
operating costs, a rise which augurs ill for 
the sector's ability to manage its way 
through hard 

This costs spiral sounds a note of warn- 
ing for the future of France's banks. Com- 
pared with their international competitors, 
they can for the most part boast sound, 
well-provisioned balance sheets, well-de- 
veloped international networks, and exper- 
tise in electronic banking systems and col- 
lective money management techniques, 
but they may have to tighten their belts if 
they are to survive in lean years. 

George Graham, 
Paris 


MR STUART Fowler, managing director of 
Westpac, looked relatively happy earlier 
this month when he announced the bank’s 
interim results. It was a change from last 
November, when Mr Fowler and Sir Eric 
Neal, chairman, were grilled for more than 
three hours by unhappy shareholders. 

Mr Fowler's good humour reflected a 
significant improvement in Westpac's 
results in the six months to the end. of 
March; operating profits increased by 55 
per cent to A$241m ($i88m). But if Westpac 
.is past the worst, the outlook for the 
industry remains subdued in the face of a 
weak economy and the legacy of unwise 
lending to crashed entrepreneurs. 

All three quoted t radin g banks reported 
a fell in net profits last year - Westpac 
down 39 per cent to A$48&n. National Aus- 
tralia down 0.1 per cent to A$80lm, 
and ANZ down 43 per cent to AS412m. 
Even the government-owned Common- 
wealth Hank, partly Insulated by its large 
home loan portfolio, was restricted to a 4 
pm- cent increase to A$494m. 

The problem, said ANZ chairman Mr 
Milton Hridgland, was “probably the 
harshest economic environment for small 
and medium-sized businesses in Australia 
since World War Two.” Technically, Aus- 
tralia emerged from recession in the 
December quarter, but growth has been 
weak or negative for five consecutive 
quarters, and shows little sign of picking 
up before the end of this year. That wlD be 
too late to affect the banks’ second half 
results, which close in September. 

Recognising this, Westpac warned that 
the second half would “subdued,” and 
rubbed in the point by cutting its dividend 
by 10 cents, to 15 cents. National Australia 
Bank, which reported on the same day. 


AUSTRALIA 

Unhappy 

legacy 

revealed an 18 per cent fell in interim net 
profit to A$361m, and also took the axe to 
its dividend, which was cut by four cents 
to 22 cents. Mr Don Argus, managing 
director, said he did not expect the econ- 
omy to bottom out until early 1992, and 
suggested the recovery might be delayed 
until the middle of the year. 

The big problem for the hanks is the 
level of bad debts charges against profits. 
Between them, the big four banks wrote 
off more than AJ3bn in bad debt charges 
for the year to September 30, more than 
double the charge in the previous year. 
They also revealed non-accrual loans total- 
ling nearly A|7.8bn, which rose to 
Afll.7bn after Including other problem 
loans and facilities. 

On top of that, Westpac wrote off a 
further A$552m in the first half of the 
current year, and NAB nearly doubled its 
charge to A$456 hl ANZ was expected to 
more than double bad debt charges from 
A$225m to around A$525m, and more than 
halve net profits to between A$104m and 
A$140m, compared to A$310m last year. 

The banks deny tha t their problems 
were caused by their lending toAnstralia’s 
1980s generation of high profile entrepre- 


neurs, many of whom have crashed with 
massive debts. “No-one would have 
thanked us if we had not sought to main- 
tain our share of the growth of the Austra- 
lian economy,” Sir Eric said. 

In fact, the banks' share of the Austra- 
lian home market has increased as a rapid 
tightening of margins has forced the 
smaller banks, especially those based 
abroad, to reduce their exposure. Several 
significant takeovers raised the big four 
banks' share of Australia’s total banking 
assets from 66.5 per cent to around 75.5 per 
cent in 1990. The biggest single increase 
came from the A$l.6bn takeover or the 
State Rank Victoria by the Commonwealth 
Rank. This was also the catalyst for the 
partial privatisation of the Commonwealth 
Rank by the federal government, which 
plans to offer a 30 per cent stake to inves- 
tors next month in what will be one of the 
country's biggest capital raising exercises. 

Other significant takeovers last year 
included the acquisition by ANZ of the 
National Mutual Royal Bank and the 
Perth-hased Town and Country Building 
Society. The acquisition of the NMRB, for- 
merly a joint venture between the 
National Mutual Life Group and the Royal 
Bank of Canada, followed the govern- 
ment’s rejection of a more radical ANZ 
plan for a A$3.4bn merger with National 
Mutual, the second biggest life office. 

The plan was blocked by Mr Paul Keat- 
ing, the federal treasurer, on competition 
grounds, hut the government's action has 
not stopped speculation that further bank- 
ing mergers and hankin g /iusuraa ce deals 
are likely when the economy recovers. 

Kevin Brown, 
Sydney 
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The growing links between banks and insurers 

Boundaries blurred 


BANKS will sell more and 
more insurance policies to 
their customers during the 
1990s. 

As would be expected for a 
phenomenon now generally 
referred to as bancassurance or 
ABfmam, the linkages between 
retail banking and personal 
insurance, especially life insur- 
ance, will be most evident in 
Europe, where liberalisation of 
financial services is most 
advanced. 

However, with the advan- 
tages of integration becoming 
increasingly clear for both 
banks and insurers, pressure is 
building in the DS and Japan 
for the barriers separating the 
two industries to be scrapped. 
“Any thinking banker can’t 
deny the success being experi- 
enced by European bancassur- 
ance operations," says Mr 
Michael Hep her, riiafrmjin of 
Lloyd’s Abbey Life, one of the 
most successful UK link-ups. 

Europe's three biggest mar- 
kets already Indicate the shape 
of things to come. 

• Most of Germany's leading 
hanks and insurers are entan- 
gled in a bewildering series of 
national and regional alliances, 
including those between Dresd- 
ner Bank and Europe's biggest 
insurer, Allianz. 

A recent report from Salo- 
mon Brothers suggests Ger- 
man banks will at least double 
their IS per cant share of life 
and pensions market over the 
next few years. 

• French banks now write 
more than SO per cent of new 
life business. In one of the 
most impressive success sto- 
ries, Predica, the life insurance 
subsidiary of the bank Credit 
Agricole created in 1967, is now 
one of France's top three life 
insurers. 

• Many UK building societies 
have forged ties with life assur- 
ance companies. The Halifax's 
connection with Standard Life 
is among the most significant, 
while the Trustee Savings 
Bank’s TSB Life is described 
by Salomon Brothers as “a role 
modpl for banka entering the 
insurance market’*. Lloyds 

Rank has moved wlqaw thaw 

any other bank towards an 
integrated bank/insnrance 
approach through an innova- 
tive deal in which Lloyds 
transferred five subsidiaries 
Into Abbey Life (including 
Lloyds' existing life company, 
Black Horse Life) in exchange 


for 57.6 per cent of Abbey life's 
shares. 

Bank-Insurance links have 
also been concluded in Den- 
mark, Italy, the Netherlands, 
Spain and Sweden. The merger 
earlier this year between 
National Nederlanden, the 
largest insurance company in 
the Netherlands, ana NMB 
Postbank, the country’s third- 
largest bank, created one of 
Europe’s Largest financial ser- 
vices business. 

Underlying the business 
logic of the link-ups is increas- 
ing competition. European 
banks have seen operating 

marg fnn gg£ mnrh H gn»Ar over 

the Last ten years. In particu- 
lar, as interest hearing current 
accounts have become more 


French banks now 
write more than 50% 
of new life business 


common in a number of Euro- 
pean countries, Hanks have 
faced a sharp increase in the 
cost of their deposits. Competi- 
tive pressures - in part stem- 
ming from deregulation - 
have also pegged back the rate 
at which banks can make prof- 
its from their core lending 
activities, forcing banks to 
seek ways to increase produc- 
tivity. This is particularly true 
in countries such as Portugal, 
Spain and the UK, where 
branch networks are dense. 

Computerisation and infor- 
mation technology have 
opened up new possibilities of 
managing a wider and more 
diversified customer base, and 
banks have been looking for 
new products to sell. 

life insurance baa been an 
obvious market for two princi- 
pal reasons. First, during the 
1980s life insurers were 
increasingly concerned with 
developing products that offer 
tax efficient ways of longterm 
saving (rather than those that 
offering compensation for 
death, long-term illness, and 
other risks) to an increasingly 
affluent population. As Europe 
becomes “greyer", its citizens 
are more likely to invest in pri- 
vate pensions and life insur- 
ance products, rather than sim- 
ply leaving their money in 
bank accounts. Insurers, there- 
fore, have been straying into 
territ o ry traditionally regarded 
by bankers as their own. 


Second, with competitive 
pressures in their own sector 
mounting, life insurers have 
been looking to reduce costs, in 
particular the high expenses 
Incurred in distribution. Distri- 
bution via brokers and tied 
a ganfa can be as much as three 
times more expensive than 
sales via a network of bank or 
building society branches. 
Insurers can find it easier to 
sell via bank branches because 
or the generally good personal 
relations between a bank and 
its customer base. Especially in 
northern Europe, banks can 
rely upon a particularly loyal 
customer base. life insurance 
cfqff gplTing through hank 
networks - using lists as 
“warm leads” - have been 
very successful in the UK and 
Ireland. Mr Hepber of Lloyd’s 
Abbey Life says sales person- 
nel can sell roughly three 
times more policies a week 
than their colleagues working 
for traditional life companies. 

Banks have also examined 
the possibility of selling non- 
life insurance products, espe- 
cially simpler home contents 
and home buildings packages. 
But this has proved a trickier 
proposition. The possibility 
that a home or motor insurer 
may question the amount or 
validity of a claim with rela- 
tive frequency creates the 
scope for conflict between an 
insurer and a customer. Banks 
fear that by selling non-life 
products they could damage 
their good wieinww relations. 

In the UK, the National 
Westminster Rank baa circum- 
vented this problem by opting 
to act as an insurance broker 
— earning a commission for its 
sales of policies - for both life 
and non-life policies. 

In Spain, one of the most 
sophisticated examples of a 
bank insurance tie-up - that 
between the Barcelona-based 
Banca Catalana, which a*»iia 
the life products of the Nor- 
wich Union subsidiary. Plus 
Ultra - could offer a clue to 
the course of future develop- 
ments. Banca Catalana sells 
savin gs-rela ted life products 
directly via its branches but 
operates as an agent - earning 
commissions on sales - when 
it mils Plus Ultra's non-life and 
risk-based life insurance, such 
as term assurance or critical 
illness covers. 

Richard Lap per 


Canada’s banks are seeking to expand in the US 

Prudence pays off 


ROYAL Bank of Canada's 

chairman Mr Allan TsylOT Vis- 
ited Wall Street last month to 
remind US analysts and insti- 
tutional investors that the debt 
rating of North America's sec- 
ond biggest bank was lifted in 
1989 and 1990, and confirmed 
tins year. 

Mr Thylor was gently mak- 
ing the point that, while Cana- 
dian ha rilts have taken a kpry k 
in the past year and are no 
longer the force they once were 
in international capital mar- 
kets, they have the satisfaction 
of being under less financial 
pressure than many of their US 
counterparts. 

Indeed, the troubles in the 
US hanking system appear to 
be helping Canada's hanks 
gain new business in the US, a 
market which most of them 
have targeted for future expan- 
sion. 

The Canadians are reaping 
the benefits of their extensive 
nationwide retail networks, 
which provide a relatively high 
proportion of stable, low-cost 
funds. On the assets side, they 
lave (with one or two notable 
exceptions) been more prudent 
than the troubled US institu- 
tions in fi Tumring leveraged 
buy-outs and commercial prop- 
erty development 

Ms Helen Sinclair, president 
of the Canadian Bankers Asso- 
ciation, says that “through the 
1980s, we passed up on a lot of 
the racier activity. There’s a 
feeling that adherence to 
sound banking principles has 
been seen to pay off.” 

The collapse of several small 

hawks hi Canada in 1985 and 

1986 may have contributed to 
the caution. The Superinten- 
dent of Financial Institutions 
now takes a closer interest in 
all the banks’ loan portfolios. 
Under pressure from the regu- 
lator, banks have sharply 
increased Third World loan 
loss provisions and have 
moved to comply with capital 
requirements set by the Bank 
for International Settlements. 

Most banks have posted 
creditable performances in a 
climate of high interest rates 
and weakening business condi- 
tions. Although earnings fell 
by 15 per. cent in the quarter to 
January 31, Royal Bank still 
enjoyed a 15.3 per cent return 
on equity. Its nearest rival, 
Canadian Imperial Bank of 
Commerce, had a return on 
equity of 14J per cent Bank of 


Montreal's earnings were virtu- 
ally unchanged from a year 
earlier, with a return on equity 
of 14^ per cent 
It would be wrong to con- 
clude, however, that the banks 
have sailed through the reces- 
sion unscarred. Bad debts and 
non-performing loans have 
risen substantially in the past 
year, and are expected to climb 
further in 139L 
Toronto-Dominion, long 
regarded as the star of Cana- 
dian banking, lost its Moody's 
Triple-A credit rating earlier 
this year. Heavy exposure to 
the depressed Ontario economy 
has cost it dearly; loan loss 
provisions almost doubled in 
the past year, while non-per- 
forming loans soared to 


'Through the 1980s, 
we passed up on a lot 
of the racier activity 1 


C$I.34bn (USJl.l6bn) from 
C$517m a year earlier. 

The man-performing portfolio 
of Bank of Nova Scotia, which 
madff the mistake of rushing 
into the US commercial prop- 
erty market, has tripled in the 
past year to C$L4bn - though 
BNS boasted a first-quarter 
return on equity of 14.9 per 
cent 

National Bank of Canada, 
the smallest of the six, saw its 
return on equity slide from 18.9 
per cent in the first three 
months of fiscal 1990 to 2.4 per 
cent in the final quarter - 
though it bounced back to 13.4 
per cent in the first quarter of 
fiscal 1991. National's problems 
included a C3136m write-off of 
loans to Mr Robert Campeau, 
the hard-pressed founder of the 
real estate and retailing group 
which bears his name, and an 
exposure to Polly Peck, the 
foiled British fruit-to-electron- 
ics conglomerate. 

Although the business cli- 
mate is the banks" main con- 
cern at present, they are also 
keeping an eye on financial 
service reforms which the gov- 
ernment hopes to put on the 
statute book within the next 
year or so. 

The proposed legislation will 
open new windows of opportu- 
nity and competition. On the 
one hand, the government pro- 
poses that banks be allowed to 
expand into insurance and 
fiduciary services by owning 


ifiaiwnai and treat companies. 
(One important caveat is that 
the h*nka will not be allowed, 
for the time being, to offer 
these services through their 
own branches. They will also 
be barred from motor vehicle 
leasing.) 

But the proposed legislation 
will also expose banks to com- 
petition from, other financial 
service groups. Trust and 
insurance companies are to get 
virtually unlimited consumer 
commercial landing pow- 
ers. Widely-owned institutions 
- such as mutual insurance 
companies - will be allowed to 
own banks, other than the big 
six, in which no single share- 
holder can have a stake of 
more than 10 per cent 

Hie banks' response is Hkaiy 
to be more varied than their 
helter-skelter rush to buy bro- 
kerage firms when ownership 
curbs in the securities industry 
were lifted in July 1987. At that 
time, only one of the six, 
Toronto-Dominion, chose to 
build up its securities business 
from wi thin. 

Ms Sjnniair predicts the leg- 
islation will result in a more 
diverse financial services 
industry where, as die puts it, 
“there will be banks, life insur- 
ers and trusts that look simi- 
lar, while two hastes may look 
very different from each 
other." 

Most b anka have already 
forged marketing alliances 
with trust and insurance com- 
panies, and some have indi- 
cated that they are also inter- 
ested in acquisitions. 
Mutual-fund management Is 
e mergi ng as another a t tractiv e 
hunting ground. 

As their glee over picking up 
new business in the US indi- 
cates, Canada's banks are anx- 
ious to ogumii their presence 
south of the border, not only in 
the P S, but also to a lesser ' 
extent in Latin America. j 

The prospect of a North 
American free trade area and 
Mexico's promising economic 
outlook has encouraged the 
banks to takea greater interest 
in Mexico. Several have -long 
had extensive operations in the 
Caribbean, while BNS earlier 
this year bought a 24 per cent 
stake in Chile’s sixth-biggest 
bank. Banco Sod Americano. 

Barnard Simon, 
Toronto 
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our banking services 
in Europe. 
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The Nikko Securities Co, Ltd 

3-1, Marunoudii 3-chome, 

Chiyodj-ku, Tokyo 100, japan 
Td: (03) 3283-2211 Tefcx:J22410 


The Nikko Securities 
Co., Ltd. is pleased to 
announce new names for 
three of our subsidiaries 
in Europe: Nikko Bank 
(Deutschland) GmbH, Nikko 
Bank (Luxembourg) S.A., 
and Nikko Bank (Nederland) 

N.V. This follows the 
establishment of The Nikko Bank 
(UK) pic in 1987 and the change of 
name of Nikko Bank (Switzerland) 

Ltd. in 1990, and reflects the 
commitment of the entire Nikko 
Group to enhance and expand its 
banking services in Europe. 

Backed by vast resources, a 21-country 
network, and expertise in almost every field of 
finance, Nikko Securities is now in better position 
to offer clients in Europe total financing services to 
meet specific local— or global— business needs. 

We look forward to offering you these expanded services at any 
of the Nikko offices below. 


The Mkko Bank (UK) pic Whko Bank (Swntpt ria nd) Ltd. Nfldm Bank (DsutocHand) GmbH NMeo Bank (Luxembourg) SA Fflfcto Bank (Neda rta nd) N.V. 

W OTI'HMBD fa tVW2MS7 » 01-2SM1N F*c DH8W518 b OS23U180 far 0W23MU Ttt«2W fac«QM tt C2M8Z329B far (CO0S123B 


The Nikko Intenudoaal Network LONDON ZURICH GENEVA LUGANO FRANKFURT LUXEMBOURG MHS COPENHAGEN MILAN MADRID AMSTERDAM BAHRAIN NEW YORK 
SAN FRANCISCO LOS ANGELES CHICAGO TORONTO HONGKONG SNGATOME JAKARTA BANGKOK KUALA LUMPUR SKXJL BERING QINGDAO SHANGHAI SYDNEY MELBOURNE 

Thb jdvrnHcnu-ni hai bern taued b, Tbc NlkLi Serurtiln Gj Lul Jitd ha, been jppann] tir Ihe purpthe uUcokm 57 ufibe RiuiruI Service! act IdSuty The Hilda) ■ncurlltcs Cn. <Eun<pei Lid . 
be lira an jmhorticd pavci under tbe ki 


CREDIOP 

CONSORZIO Dl CREOfTO PER LE OPERE PUBBLICHE 


Incorporated under public law in 1979 

Capital and Reserves: US$ 1,955,501,285 

Risk Provisions: US$ 1,145,870,662 

Loans at 31/12/1990: 

US$ 26,335,558,711 

HEAD OFFICE 

ROME 
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Tel. 06/47711 
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Via Brera, 19 

□ CREDIOP FINANCE P.I.c. / London 


Investment and funding operations 

PADUA 

on international markets 

Via Emanuele Filiberto, 14 

D PROMOTIO S.p.A. / Milan 


Portfolio Management and 


Financial Brokerage 

TURIN 

Via Roma, 366 

□ CREDIOP OVERSEAS BANK 


LT.D. / Cayman Islands 

Funding operations on international markets 
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Industry has changed 


almost beyond 


recognition. At the 


i end of the 1980s producers looked 


forward to a new era of opportunity 
] yef now they are disappointed and 

l disillusioned. John Thornhill 

r reports on the change in outlook 

The talk is 
full of gloom 
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North Amailca: excess capacity in the US and a painful 
period of transition for Canadian groups 

Page 2 

Sweden: remains dominant In Europe as SCA takas a 
breather after a hectic period of acquisitions 

Page 3 

Environment: losing the green public rotations race 
Finland: struck from all sides 
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WHAT a difference a year 
makes. On the eve of 1990, the 
pulp and paper industry seem- 
ingly stood on the brink of a 
new era of meriting opportuni- 
ties. 

The Industry was experienc- 
ing one of the strongest spurts 
in demand and profitability 
that it had ever seen: a wave of 
acquisitions and restructurings 
was reshaping the competitive 
map; a worldwide programme 
of unparalleled investment was 
being undertaken; and new 
and enticing markets were 
beckoning in eastern Europe. 

Yet in a little over a year the 
mood of the paper Industry has 
changed almost beyond recog- 
nition. 

As Mr Hartwig Geginat, 
president of the European 
Paper Institute, told a recent 
industry conference in London 
*the year that began with 
great promise ended with disil- 
lusion and disappointment”. 

The talk is almost all 
gloomy. The industry's vast 
paper built at enor- 

mous expense, are running at 
slow speeds; capacity is being 
cut; profits are tumbling 
alarmingly; and companies are 
shedding workers. 

What has brought about tins 
sudden change in outlook? 

In part, the paper industry is 


suffering from one of the down- 
turns In its trading cycles that 
periodically disfigure its mar- 


;. / 
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As demand picks up at the 
beginning of a trading Cycle, 
the paper companies reap great 
profits which are then Invested 
in bunding fldrtitifttal capacity. 
As supply begins to o utst rip 

rfgmnnd the nuirtw t gOUTS anil 

the Industry struggles on until 

the trnhn1nnefti> hi the mwkat 

correct themselves and the 
upswing begins again. At pres- 
ent, the market is bumping 
along the bottom. There are, as 
yet, fiaw signs that the upturn 
is an tire way. 

Yet there are also those who 
argue that this latest downturn 
represents more than Just a 
Cy clical phMinwii»nw > and that 
the industry has crossed an 
irrevocable threshold.. 

The 1990ft, they argue, will 
represent a far more challeng- 
ing decade as the industry .is 
beset by problems froth many 
sides. They can he listed as fol- 
lows: 

• The environment Whether 
the industry Ekes it Of not, 
environmentalism is here to 
stay. Although the pulp and - 
paper industry i™ done much 
to combat its image Warding 
toe environment it stm faces 
considerable pressure bom 


consumers to change its ways. 
Those companies that are 
unwilling to evolve, or simply 
cannot afford to, will suffer 
mf ghMIy In the i*«mlwg years. 

The environmentaSats are 
not only ritttlWginy how for- 
ests are managed and what 
production technologies are 
used In producing pulp and 
paper but they are also ques- 
tioning the product itself and 
<s»Hfeig for reductions in con- 
sumption levels. For paper 
irmTrpffn, thin TftiSBS the night* 
enlng spectre that the unwrit- 
ten rule that Mnk« paper con- 
sumption increases with the 
genual rise in GDP may be 
broken. 

• International trade. Earlier 
tiria year the IS Tntnmati«na1 
T rade Commission^ be gan 
investigating several European 
coated groundwood paper com- 
panies after receiving com- 

? taints from the. American 
aper Institute about alleged 
, .tm&ir pricing practices. This 
has enraged many European 
paper companies who are suf- 
fering bom the downward 
p r e s sure on prices caused by 


the import of surplus paper 
capacity from the US produc- 
ers. 

Some US companies have 
eroressed gripes about the res- 
trictiveness of other national 
markets, particularly the Japa- 
nese. The threat of protection- 
ism looms. 

• Cost s tru c tur e s . Some of the 
traditionally strong paper prod- 
ucing countries will face great 
pressure in the coming years 
to compete on equal terms 
because of the high cost struc- 
tures that prevail in their 
domestic markets. 

In particular, the Swedes 
and the Finns are grappling 
with the high costs of raw 
materials, energy and labour 
although both countries look 
as thoug h they are over the 
worst of their troubles. 

Some lower cost countries, 
such as Chile and Brazil, are 
beginning to main* an impact 
in the global market and this 
process will surely accelerate. 
Chile has three paper 
machines coining on stream 
this year. Eastern Europe may 
also prove- to be a locus of low 


cost competitive manufactur- 
ing in the coming decade. 

Sir Adam Ridley, a director 
of Hambros Bank which has 
been appointed to help privat- 
ise the Polish industry, says: 
“If you have good forest 
resources, low costs, and high 
potential for domestic demand, 
then you have great growth 
prospects.” 

• Overcapacity. The extent of 
the investment by the paper 
companies in adding new 
capacity in recent years may 
well haunt the world industry 
for some time to come as It has 
served to deepen Its cyclical 
troughs. In the next two yean 
the pulp market will add 
nearly as much capacity as it 
has In the previous decade 
with a consequent unpredict- 
able effect on prices. Even the 
Mghly-rattonal Japanese have 
been suffering as a result of 
overly-aggresmve investment 

The new win« and machines 
that have recently been built 
are enormous in scale — the 
workers move around them on 
bicycl es or scooters — suit the 
addition of one machine for a 


consolidation of the industry is 
bound to follow the waves of 
restructurings and acquisitions 
that dominated the sector in 
the 1980s. Companies from 
across the world have been 
widening their horizons and 
Europe in particular has 
become the focus of their activ- 
ities. 

The Swedes have been par- 
ticularly active and in the past 
few years and their companies 
across a range of industries 
have invested more in the 
European Community coun- 
tries than either the Americans 
or the Japanese. 

Mr Bo Wergens, head of the 
Swedish Pulp and Paper Asso- 
ciation, says: “The Swedes 
have been early Europeans. We 
regard Europe as our home 
market because of its geo- 
graphical location, tradition 
and culture. It has become the 
forum for internationalisation 
and the players in Europe have 
to be very competitive.” 

Yet this process of consolida- 
tion will be closely scrutinised 
by the competition authorities 
in Brussels. The European 
Commission’s investigation 
into alleged price-firing agree- 
ments in the carton board sec- 
tor is an Indication of how 
closely they Intend to patrol 
their beat 


particular grade of paper can and culture. It has become the extent 
immediately affect world prices forum for internationalisation in th< 
for a product. A modern and the players in Europe have marki 
machine r unning at full pelt to be very competitive.” demai 

produces enough paper in a Yet this process of consolida- profits 
day to stretch from Sweden to tion will be closely scrutinised dencc 
Sicily. by the competition authorities pcculL 

One of the challenges of the in Brussels. The European 1990s i 
future will be to try to match Commission’s investigation ceived 
investment levels more closely into alleged price-firing agree- develo 
to demand requirements in ments in the carton board sec- munic 
order to avoid a continuation tor is an Indication of how now h 
of these self-inflicted wounds. closely they Intend to patrol less ol 
• Consolidation. A greater their beat ceivc i 
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All of these issues will create 
a far more complicated and 
challenging environment for 
the world pulp and paper 
industry in the 1990s. The win- 
ners that are likely to emerge 
are those that can demonstrate 
financial strength, flexibility 
and a above all a determina- 
tion to understand and satisfy 
the desires and needs of their 
customers. 

Mr Dermot Smurfit, joint 
deputy chairman of the Irish 
paper and packaging company, 
Jefferson Smurfit Group, pre- 
dicts: “On quality the basic 
proposition will be that a pulp, 
a paper or a package performs 
first time every time and this 
will be a prerequisite for doing 
business in the future.” 

How quickly the Industry 
will recover its confidence will 
depend upon the speed and 
extent of the economic revival 
in the world's recession-hit 
markets. But doubtless 
demand will pick up again, 
profits will return and confi- 
dence will be restored. The 
peculiar problems of the early 
1990s may pale as previous per- 
ceived threats - such as the 
development of electronic com- 
munications - have done. It is 
now hard to imagine a paper- 
less office; even harder to con- 
ceive of a paperless society. 
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It is a group that musters an annual 
turnover of approximately & 2 billion; 
three quarters of which is within 
Europe. 

And many of the Group's 13,000 em- 
ployees are found in EC countries. 

. Supported by extensive research 
and development, the MoDo Group rep- 
resents a magnitude of scale in resour- 
ces, assets, and plants that indisputably 


guarantees reliability and first-class 
quality to customers in every phase of 
pulp and paper production, sales, distrl- 
bution, and service. For today and for 
far into the 21st century. 

MoDo 

Box 5407, S - 1 14 84 Stockholm, Sweden 
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UNITED STATES: m the throes of a downturn 

Excess capacity in 
softer markets 


THE US paper and pnlp 
industry Is u the throes of a 
severe economic downturn 
which could lead to a substan- 
tial shake-op is the sector, 
involving takeovers, mill do- 
sores and changes in product 
mix. 

To a considerable extent the 
problems are those of the sec- 
tor’s predictable economic 
cycle: new mills were planned 
during tiie golden years of the 
mid to late 1980s, when mar- 
gins were strong, hut are now 
leading to excess capacity just 
when the market has softened. 

Since paper mills get a very 
large percentage of their oper- 
ating profits from the last 10 
percentage points of produc- 
tion, their earnings are vulner- 
able to relatively small 
changes on both the supply 
and demand side. 

A survey last December by 
the American Paper Institute, 
an industry umbrella body, 
found that 18 new paper 
machines were expected to 
come on stream between this 
year and 1993, adding some 
7.5m annual tons of capacity, a 
rate of increase of some 2.9 per 
cent a year, to take the total 
US paper and paperboard 
capacity to 91.5m tons 

Yet this comes as demand is 
weak - particularly in paper 
grades: in the first quarter of 
this year US paper grades pro- 
duction was 2.7 per emit down 
on the same period of 1990. 

The result has been strong 
downward pressure on prices 
and earnings, and the prob- 
lems will be exacerbated over 
tbe coming months if the dol- 
lar keeps on strengthening. 
The weakness of the dollar has 
given a strong lift to US paper 
exports in recent years, and 
while this trend continued in 
early 1991 - paper exports 
were up 11 per cent and paper- 
board 22 per cent in the first 
two months - the recent 
sharp rise In the US currency 
seems certain to have halted 
the trend. 

The impact of all these fac- 
tors showed up in first quarter 

iwintnp 

While combined sales of 24 
publicly-quoted US paper com- 
panies fell just 4 per cent on a 
year before, after-tax profits 
were nearly halved. With the 


exception of Kimberly-Clark, 
which has a niche position in 
the buoyant tissue market, the 
leading US companies all 
announced steep declines in 
earnings. 

Ur Gary Falmero, an ana- 
lyst at Oppenheimer & Co, 
estimates that US forest prod- 
ucts shares are now at their 
biggest discount - over 50 per 
cent - to book value since 
1957. 

For some companies the 
perennial problems of the eco- 
nomic cycle have been exacer- 
bated by the heavy debt loads 
they took on in the 1980s, both 
for capital investment and for 
acquisitions. 

One of most heavily geared 
Is Georgia-Pacific, the world's 
largest manufacturer of paper 
and wood products, which 
took on an additional $5.4m in 
debt to ftmd its purchase early 
last year of Great Northern 
Nekoosa. 

With the benefit of hind- 
sight, Wall Street has been 
questioning the timing of 
bid, given that it was made 
right before a cyclical down- 
turn, malting it both harder to 
service the debt and to get 
good prices in asset sales. 
Georgia-Pacific has cut group 
debt through an asset dispos- 
als programme to Stibn, or 62 
per cent of capital, but ana- 
lysts say it could be a long 
time before the group reaches 
its target level of 45 per cent. 

In sharp contrast to Geor- 
gia-Pacific, which has been 
reducing its presence in 
Europe through its debt reduc- 
tion programme, stands Inter- 
national Paper, another of the 
big US companies which been 
moving aggressively to build 
up European assets over the 
past two to three years in the 
hope of benefiting from the 
European Community's 1992 
initiative. 

Amid the recession, the 
Industry is having to cope 
with growing environmental 
pressures. These take three 
main forms. 

First companies are having 
to spend more and more on 
capital equipment to meet 
more stringent emission con- 
trol standards. Over $lbn is 
estimated to have been spent 
in both 1989 and 1990. 


Secondly, the US Fish and 
Wildlife Service recently desig- 
nated ll-6m acres of the 
Pacific North-west as habitat 
of the endangered Northern 
Spotted OwL 

The result could be severe 
logging limits on those acres, 
pushing up the price of wood 
chip and lumber for local pro- 
ducers. 

Thirdly, companies are 
under strong pressure to use 
recycled paper in tbe manufac- 
turing processes, particularly 
newsprint 

The recession and environ- 
mental pressures are affecting 
different parts of the industry 
and different companies in 
markedly different ways. 

One of the sectors hardest 
hit by the recession is the US 
construction industry, and this 
has had a knock-on effect on 
the solid wood side of the 
industry, which has suffered a 
slump in demand. 

Market pulp, the raw mate- 
rial used to make paper, has 
seen its price drop through the 
floor: northern bleached sof- 
twood kraft. the bellwether 
variety of pulp, has dropped 
from $840 a metric tonne in 
1989 to a list price of between 
$800 and $700, although ana- 
lysts believe it is being dis- 
counted to about $580 and the 
price could go lower still. 

Linerboard, used for boxes, 
has so far weathered the 
downturn fairly well, with 
prices dipping from about $440 
a ton at the peak to about $350 
now, still well above the cash 
costs of production. 

Newsprint has been hit hard 
by a downturn in advertising 
which began affecting the 
north-east of the US last year 
and is battering California - 
ail at a time when manufactur- 
ers face another year of new 
capacity coming on stream. 
The coated paper market has 
been hit by the advertising 
downturn and new capacity 
coming on stream. 

Analysts suggest that some 
of the financially healthier 
companies may start to pMt 
off weaker brethren over the 
next year or two. 

Martin Dickson, 
New York 


HOPES that the pulp business 
may have escaped its- tradi- 
tional boom-and-bust cycle 
evaporated rapidly when the 
price fall began back in early 

1990. 

In April this year, there was 
a shaky attempt by producers 
to halt the felL They hoped it 
would marie the bottoming out 
of the cycle, rather titan a little 
hiccup on a continuing down- 
ward path. 

Measured by price, the mar- 
ket in Europe, which is a reli- 
able indicator for others in this 
international market, peaked 
at the end of 1989. The CIF 
price at that time for Northern 
Bleached Softwood Kraft 
(NBSK) pulp, the prime grade, 
reached DM1,630 per tonne for 
pulp made in Europe, mostly 
in Finland and Sweden, and 
3840 per tonne for imported 
North American shipments. 
These prices were, respec- 
tively, 55 per cent and 75 per 
cent above the prices at the 
end or 1966, when the price rise 
began. 

Since then, the price of Euro- 
pean NBSK pulp has dropped 
to about DM1, 050-1, 100 per 
tonne, down 35 per cent, and 
the US equivalent to about 
$650, a fall of about 23 per cent 
This swift decline is generally 
reflected in the other grades of 
market pulp. 

Such a rollercoaster market 
has a large effect on non-in te- 
grated woodfree paper makers 
in Europe. The cost of this 
pulp, an essential raw mate- 
rial, accounted for 60 per cent 
of the sales price in 1986. By 
early 1990 it had reached 80 per 
cent but by the first quarter of 

1991. it was back at 65 per cent 
It is not always possible for 
paper makers to pass on these 
price changes as rapidly as 
they happen. 

The important questions are: 

• Why did it happen again? 

• When will tbe market price 
bottom out - or has it? 

The answer to the first ques- 
tion can be split into two. The 
traditional answer is that the 
regular but rapid cycle of 
demand and supply is largely 
responsible. In the late 1980s, 
growth in paper demand was 
setting record levels in many 
parts of the world so those 
paper makers who rely on an 
outside source of high-quality 
pulp needed more. Conversely, 
plans by market pulp produc- 
ers to invest in new production 
capacity were few, and most 
Tnfnn woe running full. Non- 
integrated paper mills were 
crying out for pulp. This tight 
market drove up prices. 

As well as this traditional 
answer comes the relatively 
new one: the increasing impor- 
tance in recent years of the 
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World pufp consumption (OOO tonne*) 



1962 

1983 

1984 

1985 
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1987 
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1989 

UK 
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Eastern Europe 
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North America 
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Latin America 
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■PULP: contemplating the bottom of the cycle 

Another journey on 
the roller-coaster 


rate of exchange between tbe 
US dollar and other leading 
currencies. The prime reason 
in Europe why the price of 
European-produced pulp 
increased less and fell more 
than US imports during the 
current cycle was the value of 
the US dollar. There were sev- 
eral quarters where Europeans 
had to reduce their prices 
solely because the dollar's 
value had fallow 
In tbe US, prices increased in 
a similar way from about $480 
per tonne for NBSK pulp deliv- 
ered in the US at the end' of 
1986, up to the high of $830 by 

A new development 
is the increasing 
demand for greater 
recycled fibre content 
in paper 

mid-1989. As in Europe, US 
suppliers managed to hold this 
top US price through to the 
middle of 1990 before the 
decline began. It stands at 
about $825, 25 per cent below 
its peak. 

The dollar’s value is still the 
important factor. It was ou the 
back of a strengthening d priqr 
that some top European pro- 
ducers separately announced 
in mid-April NBSK pulp price 
rises which averaged DM50, 
bringing the price to DM1,100. 

The success of any price 
rises is as yet unclear, though 
currency rebates being offered 
by some Canadian NBSK pulp 
suppliers - again due to the 
value of the dollar - will not 
help stabilise the price. 


It is in this uncertain state 
that the question of when the 
market will bottom out is 
being asked by anxious paper 
makers as much as by pulp 
suppliers. The prospect of a 
great increase in the supply of 
Tparkft pulp ha s rtimmfciheri, at 
least in the minds of most pulp 
buyers and sellers. This is 
partly because there have been 
scans postponements of expan- 
sion jdans as a result of the 
poor market and declines in 
overall company performance. 
However, there is still a lot of 
new tonnage on the way, par- 
ticularly hardwood pulp from 
South America. 

Notable among the postpone- 
ments of capital investment 
was the decision in December 
1990 by Sweden’s Stora to post- 
pone indefinitely its plan to 
raise bleached eucalyptus kraft 
pulp capacity at its Celbi sub- 
sidiary in Portugal. 

Even more significant is the 
likelihood that of three 
well-known plans for new pulp 
mills in Finland, only one, 
plannort by Metsa-Botnia at the 
Rauma mill, is likely to go 
ahead in the short term, so 
effectively removing about 
800,000 tonnes a year from the 
industry's new capacity hsL 

US production of market 
pulp win continue to grow and 
there will be more available for 
export According Jo Mr W.C. 
McClelland, president of Union 
Camp, US market pulp con- 
sumption is projected to grow 
by less than lm tonnes 
between 1990 and 1995, with 
only 60 per cent of supply from 
domestic sources. This modest 
growth, plus new capacity 
means more for export. Mr 


Canadian pulp and paper shipments 
(OOOs of tonnes) by grade 


Grade 

1989 

1990 (p) 

1991 (I) 

% change 
1990/91 

Paper 6 paperboard 

16,520 

16.467 

16,745 

1.7 

newsprint 

9,607 

9,075 

9,235 

1.8 

printings & 

^writing .paper 

_3.2I>4 _ 

3,588 

3.675 

2.4 

other paper & board 

3,709 

3,804 

3,835 

0lB"V 

Pulp exports 

8,347 

7.686 

7.870 

2.4 

Total 

24.867 

24.153 

24,615 

1.9 


M ■ p^Hn U n mt r 10 - lonoa# 


Soon* CanmdUn Pidp M Pwpmr AtaodaOo* 


McClelland expects US pulp 
exports to continue to grow at 
over 3 per cent annually, with 
western Europe still the largest 
market, followed by Japan. 

The overall short-term view 
of th i s new capacity growth 
worldwide, particularly of tbe 
main kraft pulp types, must be 
that there will continue to be 
some degree of oversupply, in 
spite of the project postpone- 
ments. On the other ride, there 
is little prospect that the 
growth in demand for paper is 
going to improve significantly. 
Norscan pulp mill stocks are at 
a level usually associated with 

They hoped it marked 
the bottoming out of 
the cycle, rather than 
a little hiccup on a 
downward path 


a weak market. Taking these 
into account, there seems little 
likelihood of significant price 
improvement in 1991. 

However, prices have fallen 
less this year compered to the 
failing prices of 1990. From 
that point alone, the bottom 
appears to have been reached. 
If the dollar continues to 
strengthen, this may be an 
opportunity far European sup- 
pliers to increase, prices in 
European currencies further - 
though it is equally Bkely that 
the US will offer more cur- 
rency rebates to make up for a 
stronger dollar. 

There’s no reason to believe 
that the tradition of swift 
cycles in the pulp business has 
changed. But it looks as 


though it will be wen into 1992 
before any steady Improve- 
ment can be expected 

There ate some otter under- 
lying trends. The period of 
acquisition and merger has 
reduced the number of inde 
pendent market pofcr produc- 
ers. There are nm-.fulp mills 
which have, within thor own 
group, paper mills which want 
th3r pulp. This socalfed tied 
tonnage is not true market 
pulp/ and it can be a useful 
way of tiring up production m 
times of trouble. Some cwnp* 
oies, such as South Africans 
Sappi and Mondi. have 
invested in European paper 
producers partly became it 

secures a supply for thdr pulp. 

The cost of entry to the peup 
business is now higher than 
ever. There are stringent envi- 
ronmental restrictions and reg- 
ulations to be met, particularly 
in the northern countries. A 
kraft market pulp mill has to 
be large to be viable and the 
capital cost is high. 

However, there Are still 
going to be newcomers, both In 
g«»th America and Asia, espe- 
cially Indonesia led by ladafa 
Kiat based in Sumatra. 

Another new development is 
the increasing demand for 
greater recycled fibre content 
in paper, particularly printing 
paper ami paper used for sta- 
tionery. which are prime users 
of market pnlp. Ai present, tbe 
quality of NBSK. particularly 
its strength, make it an essen- 
tial ingredient for many of 
these types of paper. But its 
proportion may diminish and 
new technology may allow 
greater use of recycled fiber. 

Another new factor ts the 
arrival of increasing quantities 
of a different market pulp, 
bleached cheml-thennome- 
cbanical palp, thankfully 
shortened to BCTMJP. About 12 
new BCTMP lines or mills will 
have started by 1992 in Can- 
ada. However, bleached kraft 
pulp remains the most com- 
mon market pulp - about 75 
per cent of all chemical market 
pulp. 

The small size of BCTMP 
mills is also a reflection of 
another longer-lasting trend or 
wish: the continuing search for 
a new chemical process (envi- 
ronment friendly of course) to 
make sufficiently strong pulp 
on a smaller scale: 

At this lower capital cost, 
some paper mills could install 
such lines alongside their own 
mills, so partly replacing 
expensive market pulp. There 
are some candidate processes 
being promoted, but there has 
been no sign of a break- 
through. 

Peter Sutton 


Canadian pulp and papar sMpnmuts 
(OOOs of tonnes) by destination 

Destination 

1969 

1990 (p) 

1991 (f] 

% change 
1990/91 

Canada 

4,886 

4,703 

4.665 

-0.8 

US 

12.993 

13.131 

13235 

0.8 

Overseas 

6.988 

6J19 

8.715 

63 

Total 

24,867 

24.153 

24j615 

1.9 
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[CANADA: an industry holds its breath 


Painful period of transition 


'j'HE Canadian pulp and paper 
industry is not only in the 
depths of a severe cyclical 
recession but also struggling to 
overcome a steady erosion of 
its long-term competitiveness. 

“No doubt there are many 
people in our industry holding 
their breath, waiting for the 
recession to end, waiting for 
things to be the same again.’* 
said Mr Arkadi Bykhovsky, 
president of Noranda Forest 
Sales, at a recent conference in 
Vancouver. “But it's different 
now. Things are changing.” 

Similarly, Abitibi-Price, one 
of the world’s biggest news- 
print producers, warned in its 
latest annual report that “the 
industry is going through a 
painful period of transition 
which will transform it perma- 
nently." 

Perhaps the most fundamen- 
tal adjustment is that demand 
Is shifting from the old, high- 
quality timber which is the 
hallmark of Canada's forests to 
cheaper, fester-growing woods 
from warmer climates which 
are equally suitable for lower- 
grade pulp and paper, as well 
as the mushrooming market in 
engineered wood products. 

The upshot is that Canadian 
producers’ competitiveness has 
steadily declined in the past 
decade. Their newsprint output 
of 9.1m tonnes in 1990 was 60 
per cent of total North Ameri- 
can production, down from. 64 
per cent in 1988. 

While Canada still accounts 
for more than a quarter of the 
world’s market pulp capacity, 
operating rates of Canadian 
mills have slipped from 93 per 
cent in 1989 to 8? per cent last 
year. The Canadian Pulp and 
Paper Association expects a 
further drop to 78 per cent this 
year. 

The heart of the Canadian 
companies’ problem is that 
they have a higher cost struc- 
ture than many of their foreign 
rivals. Their workforce is more 
heavily unionised. Many of 
their forests are less accessible 
and the technology of many 
pulp mills is-outdated. 

With demand for recycled 
newsprint rising, Canadian 
mills have the added dlsadvan- 
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tage of being further away 
from the urban centres which 
provide raw material in the 
form of old newspapers. 

According to Price Water- 
house. tbe cost of producing 
kraft wood pulp in eastern 
Canada is about one-third 
higher than in the southern 
US, where trees grow faster 
and wages are lower. Produc- 
ers along the British Columbia 
coast, where access to forests 
is especially difficult, have an 


lighted the bind in which the 
Canadian industry finds itself. 
With their high costs, the pro- 
ducers’ top priority has been to 
try and hold up prices. In their 
efforts to do so, almost all have 
been forced to cut output by 
working shorter hours, or dos- 
ing pulp mills and newsprint 
machines. 

The battle to maintain prices 
has bees a forlorn one in the 
face of the severe recession 
and ever-rising capacity from 


The heart of the Canadian companies 1 problem 
is that they have a higher cost structure than 
many of their foreign rivals 


even wider cost disadvantage. 

Tighter environmental regu- 
lations are imposing a heavy 
financial burden on the indus- 
try. Canadian pulp and paper 
mills have been dower than 
their US counterparts in 
installing secondary treatment 
facilities for their effluent The 
British Columbia Council of 
Forest Industries estimates 
that mills in the province will 
spend just over CSlbn between 
1989 and 1993 to virtually elimi- 
nate dioxins and bring down 
the organocblorine content to 
2iikg per metric tonne of pulp. 

MacMillan Bloedel estimates 
that it would cost C$30Qm for 
its pulp mills to meet environ- 
mentalists’ demand of an efflu- 
ent discharge of L5 kg for each 
tonne of pulp produced. 

The recession has high- 


projects begun during the good 
years of the late 1380s. Under 
pressure from their customers, 
Canadian producers were 
recently forced to rescind a 5 
per cent rise in newsprint 
prices which was dne to take 
effect last January. 

Earnings have slumped. Atai-. 
tibi-Price earned a meagre 
C$1.8m' .from newsprint 
operations last year, down 
from C$76.5m in 1989 and 
C$207m in 1988. Mr John John- 
son, analyst at Richardson 
Greenshlelds In Toronto, fore- 
casts losses this year aft most 
of the Mg Canadian forestry 
companies, including Abttibl, 
MacMillan Bloedel, Canadian 
Pacific Forest Products and 
Fletcher Challenge Canada. 
Noranda Forest, Macblo’s con- 
trolling shareholder, expects a 


1991 loss similar to last year's 
C$95m. 

in the short-term, the indus- 
try is crossing fingers for an 
upturn in demand and a weak- 
ening of the persistently strong 
Canadian dollar. 

It is cutting costs by seeking 
wage concessions from work- 
ers and dosing down its least 
efficient operations. Forestry 
workers in British Columbia 
are asking for no increase in 
real wage rates when their con- 
tract expires later this year. 

The companies are increas- 
ingly turning attention to their 
longer-term viability. Their 
strategies vary. MacMillan 
Bloedel, for example, is con- 
templating further acquisitions 
in tiie US. Fletcher Challenge 
Canada is seeking an equity 
partner for its large Crofton 
pulp and paper complex in 
British Columbia, and fe put- 
ting some of its wood products 
operations up for- sale. 

. Abitibi-Price sees the future 
m high-quality, high-margin 
products,, including ground- 
wood paper used for forms and 
directories. A recent federal 
government report on the state 
of the industry suggested that 
the future lies in a greater 
emphasis on value-added prod- 
ucts and a move away from 
exploiting virgin forests 
towards more pro du c ti v e plan- 
tation forests. 

Bernard Simon, 
Toronto 
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■ ESWEDEN: remains dominant in Euro pe in spite of a drop in profits 

Unruffled by the economic gloom 


ALTHOUGH Swedish pulp and 
paper companies saw their 
profits drop on average by 35 
per cent last year, the bad eco- 
nomic news should not obscure 
recent developments that will 
strengthen the industry’s dom- 
inant position in Europe. 

Sweden's Social Democratic 
government has removed sev- 
eral long-term threats to the 
industry. The most significant . 
was its decision to abandon 
plans to phase oat nuclear 
power in the mid- 1390s. As the 
country's biggest Industrial 
user of electricity, forestry 
companies feared that their 
power costs could double If 
n ucle a r abolition, went «h«irt 

The probability that the non- 
socialists will -form the next 
government after September’s 
elections should improve pros- 


SVENSEA Cellalosa 
Aktiebolaget (SCA), one of 
Sweden’s leading f orestry com- 
panies, is pausing for breath 
after a hectic period of expan- 
sion that began just over three 
years ago. But many observers 
do not believe it will sit on the 
fence for very long: 

The company’s president and 
chief executive officer Mr Sver- 
ker Martin-Ldf no secret . 
of his wish to see SCA con- 
tinue to strengthen its market 
position with a balanced high 
value product strategy centred 
on western Europe that has 
transformed the company from 
being essentially a producer of 
raw materials into a dynamic 
and specialist paper group. 
"You simply have to expand or 
you become a target for take- 
over yourself,’’ he explains. 

Financial analysts are con- 
cerned that in 1990 SCA bit off 
more than it could chew with 
its Skr5.884bn acquisition of 
Reedpack, the UK paper and 
packaging company and the 
purchase in December for 
SKrL4bn of a 32 per cent vot- 
ing stake and 16 per cent of the 
equity in MoDo, Sweden’s third 
largest forestry group. 

In 1990, SCA’s pre-tax earn- 
ings fell - but opinion differs 
by how much. SCA argues they 
dropped by 22 per cent to 
SKr2.127bn, blaming overcapa- 
city and price competition in 
the company’s consumer busi- 
ness markets for the setback. 
Independent analysts, how- 
ever, argue the profit dentine 
was much .greater. . 


pects for the retention of 
nuclear stations beyond the 
2010 deadline for a complete 

nuclear shutdown established 
by parliament a decade ago. 

The proposed environmental 
tax on chlorine emissions 
threatened to Increase the 
industry’s production costs. 
But the government dropped 
the proposal after the industry 
successfully argued that it was 
undertaking a large-scale 
investment programme to 
reduce the use of chlorine dur- 
ing the production phase. Hie 
cleaner manufacturing pro- 
cesses being introduced will 
allow pulp and paper mills to 
meet the lower emission levels 
for chlorine mandated by the 
government as a substitute for 
the chlorine tax; 

Sweden's expected applica- 


tion for membership in the 
European Community removes 
fears that the industry would 
fece potential barriers in the 
internal market after 1992. The 
country’s previous refusal 
join the EC was one factor 
behind the rush to acquire pro- 
duction facilities in Europe 
during the last few years. 

The Swedish forestry sector 
is not only benefiting from 
these political changes. The 
economic outlook has bright- 
ened in the last few months. 
The gathering strength of the 
dollar has improved the com- 
petitive position of Swedish 
pulp producers since US pro- 
ducers had taken advantage of 
the weak dollar to make 
inroads into the European mar- 
ket. 

Although Swedish forestry 


companies have cautiously 
refrained from making fore- 
casts for 1991, earnings could 
be better than analysts origi- 
nally expected. One optimistic 
indication is that Stora, 
Europe's leading pulp and 
paper producer, managed to 
halt its decl in e in profits dur- 
ing the fourth quarter of 1990. 

The market upturn is sorely 
needed as Sweden’s leading 
forestry companies face 
strained balance sheets due to 
a series of acquisitions both at 
home and abroad that have 
restructured the industry in 
the past year. 

Stora has emerged as the 
world's third largest forestry 
company with its DM4bn take- 
over of Feldmdhle Nobel 
(FeNo) a year ago. The merger 
of the two companies, which 


had co-operated for the last 
two decades in managing pulp 
and paper mills in Sweden, was 
significant for Stora besides 
increasing its size with sales of 
SKr62bn and a workforce of 
69,700 persons. 

The addition of FeNo, which 
has an annual paper produc- 
tion of 2.3bn metric tonnes and 
is Europe's largest maker of 
printing paper and cartons, 
transformed Stora Into the 
world's biggest producer of 
newsprint and fine paper. The 
deal gave Stora a solid position 
in the manufacturing of light- 
weight coated magarine paper, 
a product area in which it was 
previously weak. 

While the FeNo acquisition 
upgraded Store’s product line, 
it eliminated its dependence on 
the cyclical external market 


BSCA: lull in a hectic period of acquisitions 

Expand or become a target 


and paper stopwrii 
}i i*.iinea; destflu£a 


James Capel argues SCA 
should hot have included the 
Skr333m profit made from its 
disinvestments in Its hygiene 
and packaging areas in its cal- 
culation. If the company bad 
done that the fall would have 
been 34 per cent to SKrL794bn. 

Mr Martin-Ldf will not reveal 
any prognosis for SCA’s finan- 
cial performance this, year 
imtfl the annual shareholders 
meeting in June but it seems 
likely that the 1991 profit 
result, however calculated, win 
be down on last year. It is 
likely to be a more modest 

ibfKnp than in 1990 and pres- 
ages a ftzrther rise in profitabil- 
ity next year according to both 
James Capel and Kleinwort 
Benson Securities in London. 

It is true that SCA’s finances 
weakened last year. .High 
Investment needs and the 
Reedpack and MoDo share 
acquisitions had to be met and 
so did the new LWC machine 
at its Ortviken plant in Swe- 
den. Net debt Increased by 
SKrlSbn in 1990 which cut into 
the company’s debt-equity 
ratio and interest cover. 

Interest costs rose to 
SKrl.SSbn, an increase of 
SKrSOOm while interest cover 
dropped to 2£ per cent^com- 


Qrowth of SCA since 1086 (SKr bn) 


1.399 2.050 2.603 2.712 2.127 
15.217 15.679 20A50 24453 31.122 


pared to a 4 per cent company 
target. Mr Martin-Ldf argues 
that SCA’s financial position 
continues to be satisfactory. 

Last year the company had a 
42 per cent ratio of sharehold- 
ers' equity to total assets 
which included forest and 
power surplus values com- 
pared with 55 per cent in 1989. 

Moreover, SCA has 
embarked on a divestiture pol- 
icy to sell off parts of its 
acquired units that fail outside 
its core bumness areas. Last 
year the company made dives- 
titures totalling SKrLSbn while 
preliminary agreements that 
have been reached account for 
a further SKr2J2bn of which 
SKiSOOm will be obtained by 
the end of 1993. 

What is impressive about 
SCA is the clear-sightedness of 
its strategy which in only a 
short period of time h«t trans- 
formed the company. “We have 
. developed a balanced high 


value core business and lim- 
ited ourselves to growth inside 
the western European market,” 
g ghhn Mr Martin-LoL 

The company has concen- 
trated its activities into what 
are administered as three dis- 
tinctive highly refined product 
business areas - hygiene 
goods, packaging and graphic 
paper. The strategy has sought 
to establish economies of scale, 
to develop greater value added 
products and to spread the 
risks to avoid the conse- 
quences of the traditional 
cycles of the pulp and paper 
industry. Moreover, SCA has 
become much more co nsume r 
market than, producer driven. 

It was in October 1987 that 
SCA announced its intention to 
raise SKrlbn to acquire strate- 
gic companies in packaging 
unit hy giene products through 
a new share issue. The first 
purchase came in 1968 when 
SCA’s hygiene sector 


Molnlycke acquired Peau- 
douce, the leading French dis- 
posable nappy producer for 
FFrl.962hn, making the com- 
pany Europe’s largest producer 
of fluff-based hygiene products 
in diapers, as well as paper to 
deal with menstrual hygiene 
and adult incontinence. 

In July of that year lialcarta, 
Italy’s largest corrugated board 
and recycled paper products 
group was purchased for 
SKrSOOm by SCA and followed 
up only three months later 
with a SKrlbn majority share- 
holding in Laakirchen, an Aus- 
trian manufacturer of printing 
paper and hygiene products. In 
1988 SCA spent SKr3.4bn to 
acquire foreign companies with 
a combined sales of nearly 
SKr7bn and 6*600 employees. 

Last year, the purchase of 
Reedpack turned SCA into 
Europe's leading transport 
packaging company with a 42 
per cent growth in its sales as 
a result to SKr7.799bn. 

As a result, - the packaging 
business area is roughly equal 
in annual sales to the hygiene 
product activities at about 
SKri2bn. However, the com- 
pany’s graphic paper produc- 
tion has a substantially lower 
turnover figure. Hence, the 


Top lO cross-border acquisitions 1988-1990 


Buyer 

Target 

Sm 

Year 

Stora {Sweden) 

Feldmuehlo (Germany) 

2-*» 

1990 

Stone Container (US) 

Cons- Bathurst (Canada) 

2.189 

1989 

Svenaka Cellulose (Sweden) 

Reedpack (UK) 

1,832 

1990 

Pern bridge (US) 

DRG (UK) 

1.098 

1989 

Wiggins Teape (UK) 

Arjomari Priotm (France) 

966 

1990 

Fletcher Challenge (NZ) 

UK Paper (UK) 

480 

1989 

Oaishowa Paper 

Reed Int North Amertcan 



Manufacturing (Japan) 

paper units (Canada) 

479 

1988 

Svenska Cellutosa (Sweden) 

Peaudouce (Franca) 

350 

1988 

Fetdmuehle Nobel (Germany) 

Papeteria 




Beghln-Corbehem (Franca) 

335 

1989 

International Paper (US) 

Aussedai Rey (France) 

320 

1989 

| 

Sourc* KPMu | 


for sales of its pulp. As 
Europe's biggest buyer of pulp, 
FeNo provides a captive mar- 
ket for Stora, which will 
become a net buyer of pulp. 
The resulting structural inte- 
gration and balanced product 
mix is expected to provide co- 
ordination gaing of SKrSOOm to 
SKrSOOm annually, according 
to Mr Bo Berggren, the Stora 
president. 

Stora has gained through 
FeNo an important manufac- 
turing and marking position 
in the heart of Europe. It had 


previously lagged behind other 
domestic rivals, including SCA 
and MoDo, in establishing a 
presence on the continent. 
Prior to FeNo. Store's main 
facilities in the EC were lim- 
ited to its eucalyptus pulp mill 
in Portugal and a fine paper 
producer, De Forenede Papirfa- 
brikker, in Denmark. 

In spite of Sweden's inten- 
tion to join the EC, Swedish 
forestry companies need manu- 
facturing facilities in the cen- 
tre of the continent in order to 
be close to consumers as com- 





Martfn-Lfif, left, with Peter WHUams, Reedpack chief executive 


potential importance of last 
December's acquisition of a 
large slice of MoDo’s stake. 

Mr Martin-Ldf insists SCA is 
not interested in taking over 
MoDo in a grand merger. What 
be wants to do is to find ways 
of bringing together the 
graphic paper business areas of 
the two companies. If this does 
happen it would bring the 
third leg of SCA’s core busi- 
ness up to balance with its 
other two. 

He believes there will be 
moves for greater concentra- 
tion in the structure of the 
European forestry industry 
during the 1990s and Sweden 
will not be excluded from that 
process. Whether this will 
mean the full integration of 
MoDo into SCA is unclear. 


The company faces some 
real difficulties. In its hygiene 
division the diaper price war 
with Procter and Gamble has 
hurt with a 14 per cent drop in 
operating profit while in pack- 
aging SCA’s kraftliner produc- 
tion was hit badly by the weak- 
ening US dollar and lower 
prices although a good perfor- 
mance from test finer and cor- 
rugated board. 

There was also a 37 per cent 
drop in the company's graphic 
paper profits - mainly due to 
heavy costs incurred in its 
Swedish operations with the 
expense of the new LWC proj- 
ect at Ortviken, lower pulp 
prices, stagnant newsprint 
prices and reduced capacity. 

Last year's profits dip and 
the uncertainties about 1991 


petition intensifies in the post- 
1992 internal market. 

The acquisition of FeNo 
increased Store's debt burden 
by SKrSOtm to Skr3i.7bn. Stora 
is selling several subsidiaries 
to finance the purchase, 
including the tissue producer 
Finess to Duni, a Swedish 
paper group, as well as parts of 
the Tarkett flooring business. 
It is also seeking a German 
buyer for the engineering 
operations of FeNo. 

John Burton 


cannot disguise SCA's success 
in its strategy of balance.' The 
company has become increas- 
ingly diverse and selective over 
the past 10 years or so, 
reflecting the sophistication of 
an industry that has been 
transformed through changing 
consumer demand and techno- 
logical breakthroughs. 

Mr Martin-Ldf is proud of 
SCA’s increasing production of 
recycled fibre newsprint which 
accounts for about half the 
company’s annual output, 
making SCA the second largest 
producer from waste paper in 
Europe. But it should not be 
forgotten that the company 
retains an estimated 14m hect- 
ares (44m acres) of productive 
forest land, mainly in northern 
Sweden with a sales figure of 
SKr34bn last year and an oper- 
ating profit of SKr481m. 

This does not mean that SCA 
will continue to be based in 
Sweden. Last year it moved the 
headquarters for its packaging 
business to Brussels. Mr Mar- 
tin-Lof says he would like to 
move the company’s headquar- 
ters away from Sundsvall in 
northern Sweden as soon as 
possible and he does not mean 
to Stockholm. 

SCA is thinking and acting 
in a transnational way. Indeed, 
as SCA becomes even more 
sensitive to the changeability 
of its consumer markets, it will 
not be surprising if it does not 
say goodbye to Sweden at some 
point in the 1990’s. 


Robert Taylor 
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Indonesian paper company 
grows twentyfold to become higfi flyer. 
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Sir 



t^PT Pabrik Kertas Tjiwi Kimia started in the 
paper business in 1978. Since then, we've grown 
twentyfbld, producing stationery and paper products 
for both domestic and overseas markets. 

The products we manufacture help 
contribute to our nation's 

academic and economic 

refill And. 

with our paper 
and stationery goods 
fefiSP now exported to more 

than 30 countries on 5 

I gB gpljji continents, we feel justified in 
our sense erf national pride. 
lUpi Indeed, we are now market leaders 
Wr in the competitive Middle East market, with 
a 90% share of ' school stationery sales in 
Saudi Arabia. 

Aiming to be the biggest. 

As market demand increases, so also do our 
manufacturing capabilities. 

” This year,^tfp^ we will be the world's 
if tf llWBr * ar S esl single- site stationary 
manufacturer. 

316 P roc * uc ®S a va riety of 
Hrarafilpr stationery products, including school 
notebooks, writing pads, photocopy 
| l||j ggr and computer paper. 

WT Quality paper at competitive prices, 

r For manufacturing efficiency we have integrated 


our production facilities. By manufacturing our own 
chemicals and pulp we can control production quality 
of a large variety of stationery products. All are 
processed centrally to guarantee a smooth production 
process. 

And by using modem high-tech machinery, we 
can sell high quality paper at competitive prices, 
giving Indonesia the opportunity to compete 
worldwide. 

Responsible Growth. 

We understand the need for responsible growth in 
the paper industry. Our commitment to the 
environment is evidenced by our state of the art waste 
treatment facilities, and our operations using waste 
paper, agricultural waste and recyclable products; 

Flying high. 

Domestic paper and stationery needs show a rapid 
increase in line with the growth and development of 
our economy, and our nation’s schools, educational 
institutions, and businesses. 

The export market shows great potential, 
especially in view of the limited number of paper 
manufacturers in neighbouring countries, and their 
inability to meet the growing needs of their own 
markets. 

The challenge now is for PT Pabrik Kertas 
Tjiwi Kimia, through a combination of 
professionalism and hard work, to realise the potential 
these opportunities represent. And to fly ever 
higher. 


/5^ 


PT PABRIK KERTAS TJIWI KIMIA 

Sinar Mas Group 
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9DISTRIBUTION: groups widen their horizons 

A relentless drive 
towards the end-users 


AT one time the world's big 
paper companies were content 
to cluster their activities at the 
commodity end of the market. 
Located near the forest-rich 
regions in North America and 
Scandinavia such companies 
made lucrative, cyclical livings 
from manufacturing mainly 
commodity grade papers ana 
selling pulp to specialist paper 
producers. 

No more. In the past decade 
most of the big paper compa- 
nies throughout the world 
have staged a relentless drive 
towards the end-users of their 
products becoming more verti- 
cally-integrated in the process. 
Both in terms of product range 
and geographic coverage these 
paper companies have substan- 
tially broadened their busi- 
nesses and have begun to dis- 
cover what the ultimate 
consumer thinks and wants. 

Mr Be nit Lof, chief executive 
of MoDo. the Swedish paper 
group, says: “The people that 
will suffer are those who have 
hot realised that the pulp and 
paper industry is no longer 
solely a production-oriented 
Industry. It has to be a market- 
ing industry.” 

One of the most active bat- 
tlefields in this process has 
been Europe, which has been 
swept by a wave of acquisi- 
tions in recent years. Much of 
this consolidation has been 
conducted by the Europeans 
themselves, hut several paper 
companies from outside the 
European Community have 
moved into the region in 
attempts to diversify their 
regional exposure, flatten their 
industrial cycles, and build 
markets dose to rich European 
consumers. 

So, for example, in recent 
years Stora, the Swedish com- 
pany which forms Europe's 
biggest paper group, has 
bought Feimfihle Nobel of Ger- 
many. International Paper, the 
large US corporation, has 
bought Aussedat-Rey. of 
France, and acquired a major- 
ity stake in Zanders Feinpa- 
piere. of Germany. 

Fletcher Challenge, the New 
Zealand conglomerate which 
owns paper operations In 
North and South America as 
well as Australasia, has bought 
UK Paper, a fine paper com- 


pany. SCA. another Swedish 
group, has strengthened Its 
position in transport packaging 
through the acquisition of 
Reedpack, of the UK. 

However, moving into new 
markets and countries is not 
without risk. Many companies 
are burdened by the debts they 
took on to finance their acquis- 
itive growth and in some cases 
management teams have been 
fully stretched by the complex- 
ities of working in different 
countries with varied cultures 
and working practices. 

Consumer-related markets 
require very different skills 
and disciplines to those 
required in the commodity sec- 
tor and some companies have 
received brutal lessons in the 
subtler arts of marketing from 
more experienced competitors. 
The fearsome competition that 
Molnlycke, SCA's subsidiary, 
has faced in the diaper market 
from Procter & Gamble, the US 
consumer products group, is 
just one example of the dan- 
gers of straying too Car outside 
a company’s area of expertise. 

Yet one of the most intrigu- 
ing industrial groupings to 
emerge from the recent round 
of restructuring has been the 
merger between Wiggins 
Teaple Appleton, of the UK, 
and Arjomari-Prionx, of 
France, which was completed 
at the end of last year. 

The combined company, to 
be named Arjo Wiggins Teape, 
has strong skills in manufac- 
turing high value-added spe- 
cialist papers but only has a 
limited investment in forestry 
and pulp operations. For this 
reason, the company decided to 
move further away from the 
commodity end of the market 
towards specialist sectors 
where It could focus its sales 
efficiently through a network 
of controlled paper merchants. 

As Mr Stephen Walls, chief 
executive of the new company, 
explains: “When we looked at 
the strategic opportunities that 
we bad to expand our business 
we decided to go down-stream 
to seek a closer relationship 
with our customers. If you 
want to expand your product 
range it is important to have 
control of that distribution.” 

The combined company runs 
Europe’s largest paper mer- 
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★ Environmental Regulations and Pulp 
Mill Emissions 

Price USD 1000 

★ Chlorine-free Bleaching of Chemical 
Pulps — State of the Art and Future Prospects 
Price: USD 3800 


Ordering and Further Details; 

Ms Ritva Carvalho Fax: +358-0-5626957 

Jaakko Pdyry Oy Tel: +358-0-501 2639 

P.O.Box 16 

SF-00441 Helsinki. Finland 


Prospects for the 

Polish Forest Products Industry 

NLK-Celpjqj hare just completed a drtfegk sedoaal «i*ly*i* of 
proipccu for ibe Polish Fotcjt Produd* fadumy which wu financed 
through the Sweduh Agency for Intemaiotai sod Technical Co- 
opcntku (BITS). A more ctettflrd phase of that itndy is now planned, S 
will focw or qedfic aaetpnta h die sector tad will be carried out hi 
co-onSnadan with « Fhuncfcd Advisor to be Dominated by the Polish 
Ministry of Ownmhip Changes which will dal wilh the privBtuWioa 
of this industry sector, The Pudy is the result of the Swedish 
GovanmaXbsviz^iespcxidtofiivcanbiytoareqamforbc^fRxniiK 
Polish GovenuncaL 

Far further i*f amotion please contact: 

Mr. Raoul Buser or in hb abiatce Mr. Anden ljaaggren 
NLK-Cdpp, P.O.Box 74 , S-G 01 W Nwrkdptag, Swede*. 

Tel: 446-11-240100 Fun 446-11-170404 


NLK“Celpap 


chant with leading positions in 
the UK, French, Irish and Bel- 
gium markets and a strong 
presence In Spain. Italy, the 
Netherlands and Finland. This 
network sells over lm tons of 
paper a year, of which 35 per 
cent comes from AWT's group 
companies. 

Mr Wails believes that this 
distribution network gives the 
company great strengths in 
terms of gaining intimate 
knowledge of the customer’s 
needs and securing outlets for 
Its products. This year, for 
example, AWT will have few 
difficulties in being able to sell 
products made at its Soporcel 
mill in spite of severe over-ca- 
pacity in its sector. 

Two-thirds of western 
Europe’s paper merchants are 
owned by paper makers but 
the overall figure conceals 
some distinct regional varia- 
tions. For example. In France 
almost all paper sales are made 
through merchants owned by 
the big paper companies com- 
pared to 2 per cent in Ger- 
many. 

The highly attractive Ger- 
man market may be HifBmit to 
consolidate because nearly all 
the big paper distributors are 
family-owned merchants but 
greater efforts will be made to 
prise the market open over the 
next few years. 

The other main plank in 
AWT’s strategy is to promote 
the use of branded products, 
such as Its Conqueror range of 
business stationery, which 
attract customer loyalty and 
command premium prices. But 
Mr Walls believes that “brand- 
ing is q/rmathing that is not 
particularly well understood or 
well used in the paper indus- 
try”. Paper companies will 
spend much effort in the next 
few years in creating and 
developing branded products 
but these will crucially depend 
an good quality, broad product 
ranges, and consistent levels of 
service. 

As Mr Walls says: “You have 
to support a brand and provide 
a sustained message over a 
considerable period and that 
applies whether you are selling 
chocolate bars or bits of 
paper.” 

John Thornhill 


POPULAR myths about the 
paper industry grow like mush- 
rooms ou dead trees. 

The public reads about the 
frightening rate of global defor- 
estation and conjures up 
images of voracious paper com- 
panies hacking down tropical 
forests to produce mounds of 
newspapers and packaging 
materials that are then mind- 
lessly discarded. 

They learn that paper prod- 
ucts constitute between 20 to 
55 per cent of all the rubbish 
that is deposited in rapidly-di- 
minishing landfill sites or 
burnt in incinerators and 
blame the industry for creating 
the waste. Health scares about 
the harmful effects of chlorine 
bleaching of pulp and the 
spread of dioxins also inflame 
public passions. Political pres- 
sure mounts for more wide- 
spread recycling schemes and 
cleaner production processes 
a nd simplistic slogan s such as 
"Save a tree - use PVC" 
abound. 

The paper industry has 
reacted to this papular envi- 
ronmental onslaught like a 
rabbit transfixed by the head- 
lights of an on-coming truck. It 
rails at public Ignorance and 
cavils at its misconceptions, 
but as one consultant recently 
told a pulp and paper confer- 
ence in Leningrad: “The indus- 
try is clearly losing the public 
relations race.” 

Yet in spite of its image, the 
pulp and paper industry has an 
environmental record of which 
it can be proud and can muster 
some convincing arguments to 
bolster its case. 

For example, in reality, less 
than 1 per cent of world's pulp 
requirements came from tropi- 
cal forests; the felling is mainly 
dne to the need tor fuelwood 
anrf an increase in arable land. 
The vast bulk of the world’s 
pulp no eda ««nw! from man- 
aged forests which are g r own 
and harvested like any other 
crop. The only big difference Is 
the time-scale: it takes between 
60 to 120 years for pines to 
mature depending on the cli- 
mate. 

Far from eroding the world’s 
forest resources the industry 



Eucalyptus Is one of fire leading sources of row materials for quality paper 

■ENVIRONMENT: losing the green public 
relations race 

An industry that 
feels misunderstood 


has in many countries been 
increasing them. The Swedes 
and the Finns, for example, are 
growing more trees than before 
and legislation ensures that 
every tree that is cut down has 
to be replaced. 

The industry has invested 
heavily in introducing cleaner 
production technologies to 
eliminate harmful effluents 
and Is striving to replace chlo- 
rine bleaching to reduce the 
levels of dioxins in its papers. 
Recycling has been promoted 
and waste paper has been 
incorporated into fresh prod- 
ucts wherever possible. How- 
ever, pulp cannot be re-used 
Indefinitely ensuring that 
there will always be a demand 
for virgin fibres. 

Although the pulp and paper 



Waste paper us 

mge 1989 



Type of paper 

UK prod 

Waste 

consumed 

Waste 


produced 

(000 tonnes) 

(000 tonnes) 

content (%) 


Newsprint 

573 

328 

57 


Printings/Writings 

1,270 

•101 

8 


Hygienic papers 

448 

193 

43 


Com materials 

1,193 

1.162 

97 


Packaging boards 

594 

362 

61 


Packaging papers 

105 

45 

43 


Others 

237 

132 

46 
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industry has undoubtedly done 
much to clean up Its act, much 
remains to be done to satisfy 
the demands of the well-in- 
formed environmental organi- 
sations winch still find fault 
with many Industry practices. 

Part of the reason why these 
organisations pay such close 
attention to the paper industry 
is that they believe it could 
provide a fine ecological model 
which other industries could 
Sensibly adulate. 

Ms Renate Kroesa, of Green- 
peace, explains: “Since paper is 
recyclable, biodegradable and 
marie of a potentially renew- 
able resource, the pulp and 
paper industry has the unique 
potential to develop sustain- 
able production technologies." 

To this end, Greenpeace calls 
for improved forestry practices 
that encourage bio-diversity of 
species, a reduction in the use 
of fillers, coatings and Inks in 
production processes, and the 
maximum use of efficient 
recycling systems. It demands 
an overall reduction in paper 
consumption levels - particu- 
larly among Western countries 
- and the development of sus- 
tainable levels of paper usage. 

“Oar societies at the 

moment think in linear terms. 

We have to adopt circular 


FINLAND: companies are under pressure to restructure 

Struck from all sides 


FINNISH forest companies are 
being hard hit by a weak dollar 
and plunging pulp prices. Fur- 
thermore. The Central Associa- 
tion of Finnish Forest Indus- 
tries (Caffi) believes that it 
may take between 1% and 2 
years before the situation 
improves. 

Finnish forest companies are 
being struck from all sides. In 
the run up to the single market 
there is also strong pressure 
for Finnish fores t com panies to 
restructure and form stronger 
alliances between themselves. 
Observers got a preview of this 
last year when Metsa-Serla, the 
large forest group, took an 
aggressive bite of its rival 
United Paper Mills (UPM). 

Considering the severe reces- 
sion which the Finnish econ- 
omy Is in and the global slump 
hitting the paper Industry, 
some analysts are sceptical 
that Finnish forest companies 
have the money to embark on 
large acquisitions. Metsa-Serla, 
for example, paid FM2.64bn to 
gain a 33.1 per cent stake 
within UPM. 

The relaxing of Finland’s 
strict foreign investment laws 
Is going to become a big issue 
for the Finnish forest industry. 
Apart from a government com- 
mittee presently drafting for- 
eign Investment legislation, 
the European Economic Area 
(EEA) will most likely compel 
Finland to do away with the 
free and restricted share sys- 
tem, which has helped to keep 
forest grottps in friendly hands. 
Hostile takeovers by foreign 
forest companies have been 
impossible since foreigners 
cannot directly own restricted 
shares. 

Mr Haiti Piehi, president of 
Kymmene. the country’s sec- 
ond largest forest group, who 
was recently elected as the 
new chief executive, believes 
that Finland will be obliged 
either through EEA or even- 
tual EC membership to take a 
more lenient attitude towards 
foreign ownership. 

“I believe that there Is no 
reason why we should not 
allow an Infusion of foreign 
capital in this [forest] indus- 
trial sector. This Is providing 
that it is an interesting invest- 
ment [to foreigners],’' said Mr 
PiehL 

After exceptionally good 
years, Finnish forest groups 
have seen their profits fall 
According to Cam, the after- 
tax profits of Finland's public- 
ly-quoted forest groups foil in 
1990 by 64 per cent against the 
previous year. 

The prospects for 1991 are 
gloomy. The operating margin 
of all Finnish forest groups 
with respect to turnover is 
expected to decline from 13 per 



Kyml Kymmene pulp min at KuusankoskI 


| Results of forest groups (post- tax FHm) 


1989 

1990 

Enso-Gutzeit 

845 

255 

Kymmene 

1.007 

394 

Metsa-Serla 

470 

-134 

United Paper Mills* 

636 

564 

Soumv CantaCeratton at f Uriah Faroat Industrial 
‘doss not mohato Haumm tlspola toroatry cBviaton 


cent to 1990 to under 10 per 
cent this year, according to 
Caffi. 

The high level of indebted- 
ness is another cause for con- 
cern. The net debt of all Finn- 
ish forest companies amounted 
about 60 per cent of their turn- 
over to 1990 and at Kymmene 
it was much higher, reaching 
about 80 per cent of its turn- 
over. 

The corresponding net debt 
figures to Sweden and the US 
amount to 35 per cent and 15-20 
per cent of turnover respec- 
tively, according to Caffi. Inter- 
est payments for all Finnish 
companies amounted to 6-7 per 
cent of their turnover against 
3-4 per cent in Sweden and 2-3 
per cent in the US. 

Mr Plehl pins some of his 
hopes on the new right-wing 
government made up of the 
centre, conservatives, Swedish 
People's party and Christian 
League. He telleves that one 
way of restoring investment 
confidence to Finland is if the 
new Government can put 
together an effective long-term 
economic package, as well as 
commission a large 1.000MW 
nuclear plant to the next two 
years. 

Attempting to keep wage 
Increases to a L5-1.7 per cent 
this year, Mr Piehi said that 
another important measure 
taken by the forest industries 
to lower production costs has 
been through raw material 
purchases. 

Normally. Finnish forest 
companies agree on a yearly 


basis with the powerful Cen- 
tral Union of Agricultural Pro- 
ducers (Cuap) over wood 
prices. No such agreement was 
reached this year and forest 
companies are asking for a 15 
per cent reduction in wood 
prices for the first half of 1991 
and a further 15 per cent dur- 
ing thte coming autumn. 

Even if Caffi believes that 
stock wood prices are 30 per 
cent cheaper in central Europe 
than they are in Finland, 
national forest companies are 
also studying ways to buy 
greater amounts of wood from 
abroad. 

The bulk of Kymmene’s 1.6m 
cubic metres of wood came 
from the USSR. Another Finn- 
ish forest company, state- 
owned EnsoGutzeit, which has 
formed a joint venture with the 
USSR to build a large pulp mill 
In eastern Finland, imported 
2 . 2 m cm of wood from the 
Soviet Union last year. 

According to Mr Piehi, the 
fall to trade with Moscow has 
been another factor which has 
hit the Fintosh finest industry 
and forced some mills to either 
rationalise or shut down. 

The forest industry sector, 
which employs between 70,000 
and 75,000 people, has laid off 
some 6,500 people and another 
6,500 are working a shortened 
week. Some analysts believe 
that by the end of this year the 
situation may get worse: a 
total of 10,000-15,000 people 
may end up losing their jobs 
with another 10,000-15,000 per- 
sons working shortened weeks. 


Environmental issues do not 
have the same impact to Fin- 
land as in central Europe. 
“Finns accept the fact that 
trees can be used for industrial 
and recreational purposes. 
Contrary to central Europe, no 
one talks about killing a tree to 
Finland," says Mr PiehL 

Metsa-Serla is another com- 
pany which has been especially 
active to the last two years. In 
1989, it sold all of its paper 
tissue operations within the 
EC to Papierwerke Waidhof- 
Aschaffonburg (PWA) of West 
Germany. Five months later, in 
December, Metsa-Serla lost a 
battle with Fletcher Challenge 
of New Zealand to acquire frill 
ownership of UK Paper, the 
leading fine paper group. At 
the beginning of 1990, Metsd- 
Serla surprised everyone by 
striking at UPM. 

Mr Janne Simelius, a Metsa- 
Serla vice-president who heads 
the paper and paperboard divi- 
sion, believes that the future 
success of his company hinges 
on a more effective distribution 
system to its customers as well 
as on producing higher quality 
paper. 

Taking a definite step to this 
direction, Metsa-Serla acquired 
last year fun ownership of Alli- 
ance Paper, a large UK paper 
wholesaler, and last month it 
purchased Hedsor, the UK’s 
leading paperboard converting 
and meruhanting company. 

Considering Finland's dis- 
tance from its main markets 
and the harsh reality of dwind- 
ling profits, Finnish forest 
companies may have no other 
choice but to take a more 
direct approach towards mar- 
keting and distribution. This 
service has been mostly sup- 
plied through Ftonpap, a paper 
mill association which markets 
ly the paper of Finland’s 
companies. 

Enrique Tesslerl 


thinking, * Ms Kroesa says. 

The paper Industry ignores 
such well-targeted criticisms at 
its peril. 

The environmental organisa- 
tions greatly affect consumer, 
attitudes towards paper prod- 
ucts with potentially enormous 

commercial repercussions. 

Mr Richard Cockram, a con- 
sultant at NLK-Gelpap which 
takes a dose interest to envi- 
ronmental issues, says: “For 
the first time a paper buyer in 
Germany can directly influ- 
ence the environmental poll: 
ties of pulp mins in Canada.** 

He points to the example of 
the German retailing group, 
Tengelmann, which responded 
to scares about dangerous lev- 
els of dioxins by changing the 
furnishes on all its toilet tis- 
sues. 

This prompted a similar 
response from its retailing 
rivals which transformed the 
entire German market within 
three months. 


“Vlrtuafiy no pulp « 
min is immune from etwirofr- 
mental legislation wen if auto 
or none is in pl*« totiw 
region where the min 1* 
located, because *H sports 

wffl haw to meM.iittwftMgpMl 

s tandar ds or be excluded by 
market forces.” Mr Cockram 

*^Mr8eratLft& chief executive 
of Motto, ^ ^ g 
group, agrees. *nw 
that do not acknowledge that 
environmentalism is here to 
stay will not survive in few 
turner be say*. 

g co nsum e rs are prepared to 
buy magazines which use 
rougher paper .with- lower 
brightness levels theft comp* 
nto wiH be forced to adapt 
Those that that do will thrive; 

throe that do not will perish. 

Hr L6f believes that increas- 
ing green concerns c an be a 
sour ce of opportunity as su! 
as a threat. - . 

*1 see environmentaUam as ft 
favourable factor to terms cf 
competitive advantage.” be 
says, printing preudtyto the 
fact that a quarter of m» com- 
pany's SKtSbn investment bud- 
get has been span on environ- 
mental Improvement* over the 
past four to five years. 

Ultimately, environmental 
issue* concerning the produc- 
tion and use at paper products 
affect more than just the Indus- 
try. They touch on how societ- 
ies balance their economic, cul- 
tural and ecological priorities. 

One example of how great 
some of these dilemmas cut be 
is the famous case of the spot- 
ted owl. which fives to the for- 
ests of the western US. 

Mr Hugh Whalen, a 
vice-president of Canadian 
Pacific Forest Products, 
recently told a paper confer- 
ence in Lo ndo n that President 
Bush had last year signed leg- 
islation proposing that addi- 
tional finest lands should be 
preserved for the owls’ habited 
after they bad been declared 
an endangered species. 

Mr Whalen claimed that the 
value of this forest land 
equaled to a $95m for each pair 
of owls while at the same time 
the forest industry faced poten- 
tial job losses of up to 100.000 
over the next 10 years. 

“Does this make sense to 
you?” Mr Whalen asks. 

John Thornhill 
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Young’s pre-tax 
profits up by 9% 



“We are seeing a swing back to traditional 
' ales from traditional brewers after years of 
lager supremacy." Those confident words 
came from John Young {above), chairman of ' 
south London brewer Young & Co, at yester- 
day's announcement of group profits. Young 
beat a generally depressed beer market to. . 
Increase sales 5 per cent while pre-tax profits 
rose 9 per cent. Page 27 

Norwegian helicopter flotation 

Hellkopter Service, Norway’s largest helicopter 
operator, is planning next week to float 8.7m 
shares to raise NKrS04m ($75-2m) to fund 
future development. The group, which derives 
about 80 per cent of its annual NKr1-25bn reve- 
nues from the offshore oil Industry, operates a 
fleet of 52 helicopters. Page 20 

Bombay exchange reopens 

Trading resumed on 
the Bombay stock 
exchange (right) yes- 
terday, the first ses- 
sion since the 
assassination of for- 
mer prime minister 
Rajiv Gandhi. Senti- 
ment was aided by 
statements from the 
World Bank and the 
IMF that financial 
support wouid con- 
tinue for India’s eco- 
nomic restructuring 
programme. Price 
levels became unsettled, however, following 
news of Sonia Gandhi’s refusal to lead the 
Congress Party and the main 30 share index 
lost some of Hs gains. Back Page 
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Contraction was the 
main aim of Moscow 
Narodny Bank last 
year. The Soviet- 
owned bank incorpo- 
rated in London 
since 1919, sharply 
reduced Hs size by 
selling performing .. 
assets and running down interbank deposits 
and borrowings, said the annual report pub- 
lished yesterday. It also once again had to turn 
to shareholders for financial support, reports - 
Stephen Fidler. Page 24 ' 

"Swapping blow for Mow” 

Storehouse.the UK retailing conglomerate, yes- 
terday reported a drop in pre-tax profits from 
El 2.8m (522m) to £6.2m in the year to March 
30. Michael Julien, chief executive, warned that 
the British retailing climate showed little sign 
of improvement In the first half of the current 
yean “We are swapping blow for Wow with our 
competitors”. Page 25 . . 
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Japanese builders warn of slower growth 


By Robert Thomson in Tokyo ; 

KUMAGA1 GDMI of Japan, one of 
the world’s largest cansbnditm 
companies, warned yesterday 
that pre-tax profits could fell by 
10 per cent this year due to the 
do wnt u r n in the Japanese prop- 
erty market 

It was one of several Japanese 
contractors which issued such 
warnings yesterday while 
announcing generally strong 
results. 

Ktnnagai unveiled a 22.9 per 
cent increase in pre-tax profits to 
Y60.51bn (9383m) for the 12 
months to the end of March. 


id Andrew Taylor in London 

Sales rose by 9.2 per cent to 
YJLZOIbn, as Che company con- 
centrated more on domestic con- 
tracts. 

Kumagai said it expected prof- 
its in the current year to fall by 
10 per cent to T45bn on margin- 
ally higher sales of YL220bn. 

It said overseas contracts, 
which previously accounted for a 
quarter of its business, had 
become less lucrative. They had 
beat hit by exchange rate fluctu- 
ations, slower demand and 
increased competition in interna- 
tional wiartota 


This was partly due to the 
emergence of strong construction 
Industries in other Far East coun- 
tries, such as Korea, which, are 
competing with Japanese con- 
tractors at home and abroad. 

Export markets were also 
likely to decline as the fear of 
world recession reduces develop- 
ment o pportun ities. Higher inter- 
est rates were also taking their 
toll. 

Shimizu a™! Taisel, two other 
large Japanese contractors, also 
expect significantly slower profit 
growth tins year. 


Shimizu reported a 41.9 per 
cost increase in pre-tax profits 
last year to Yll5.7on. Taisei prof- 
its were 43 per cent higher at 
Y8Ura. Both companies wrote off 
claims against Iraq: Shimi2u 
Y4.7bn and Taisei Y7.7bn. 

Obbayashl Corporation, 
another large contractor, is more 
optimistic about orders this year, 
expecting sales of YL650bn, up 
from YL330bn last year. Pre-tax 
profit rose slightly more than 19 
per cent last year to Y6(L3bn, and 
the company predicts a further 
rise to Y67bn this year. 


Concern about Japan's prop- 
erty market is particularly 
focused on condominiums, with 
turnover falling sharply over the 
past few months and prices 
becoming soft. 

The country's largest builder of 
condominiums. Daikyo, yester- 
day reported a 32.4 per cent 
increase in sales to Y70S.8Sbn, 
but a modest 4.7 per cent rise in 
pre-tax profits to Y35.79bn. 

The company said profits had 
been hit by the higher interest 
burden on borrowings for Its land 
purchases and on its growing 


stock of unsold condominiums. 
Daikyo announced that it would 
halve its dividend to Y1S this 
year. 

The company predicted that 
pre-tax profit would be fiat for 
the period, and that the value of 
new contracts was likely to fall 
to Y630bn, down 10 per cent. 

Kajima, listed on the London 
exchange, reported a 43 per cent 
rise in pre-tax profits to 
Y103.23bn. Pre-tax profits for the 
current year are expected to rise 
25 per cent to Yl30bn on sales of 
Y2,000bn, up 17.5 per cent. 


Packaging crusader 
wraps up merger deal 

Andrew Hill and John Thornhill report on Tetra Pak 


W hen Mr Bertil Hagman, 
president and chief 
executive of Tetra Pak, 
visited Brussels earlier this 
month, he seemed philosophical 
about the European Commis- 
sion’s ifiy tt wri gntfow into the liq- 
uid packaging group’s bid for 
ABa-LavaL But he ■!«* bad the 
faintly aggrieved air of an evan- 
gelist told to lay off for a while to 
give other religions a chgnra. 

■ Yesterday's news that, in 
effect, the hid had been approved 
fra* failure g weight off Mr Hag- 
man’s mind, and should boost an 
already heavy presence in the 
European food packaging and 
processing market 
It came as a surprise when, in 
the flntmmagirm began a 
ftiTl inquiry into the SKrl6-2Sbn 
($2.6bn) bid for Alfa-Laval, the 
Swedish dairy and food process- 
ing equipment company. It was 
only the third under the EC’s six- 
month-old takeover rules and the 
first in<tepth look at a merger 
between companies based outside 
the Community. 

Mr Hagman feared a damaging 
delay, but by stretching Its proce- 
dural rules « 7ittlp | th« Cnmmlfr 
skm’s merger taskforce has been 
able^ to -unfreeze tneirfd before 
formal approval. This released 
Mr Hagman to continue Tetra 
Pai’s crusade to improve food 

~ piitag in g tarhnnln gy. 

, Tetra Pak has been at the fore- 
front of such technology ever 
since Us founder. Dr Unbpn Bans- 
ing,. developed his famous tetra- 
hedron carton in 1951. Legend 
has it that Dr Ransing developed 
the concept while watching his 
wife stuffing sausage casings. 

The company expanded spec- 
tacularly following the introduc- 
tion in 1989 of the revolutionary 
Tetra Brik Aseptic packaging sys- 
tem. This allowed liquids to be 
hermetically sealed in cartons. 
Last year, Tetra Pak sold 57bn 


cartons, more than 10 for each 
Inhabitant of the planet. 

like many Swedish companies, 
Tetra Pak is a truly international 
concern. Its headquarters are in 
Lausanne, Switzerland, but it has 
operations spanning 109 coun- 
tries. The company ebrims it has 
4 per cent of the world market for 
liquid food packaging products. It 
also says it has 14 per cent of the 
European wiarVwt, rising to 46 par 
ram t in segments such as mine. 

Yet Tetra Pak is highly secre- 
tive about its financial perfor- 
mance. year sales amounted 
to SFrt.lbn ($4bn) but the com- 
pany’s profitability remains a 
mystery to the outside world. 
Analysts have suggested that 
profits may have been SKrtim. 

“We have tried to avoid biltong 
about profits simply because if 
the profits are bad it creates 
unnecessary worry about the 
fbtnre of the company; and if the 
pro fi t s are good, it may stimulate 
our suppliers to increase prices 
unnecessarfly," says Mr Ha gman _ 

He suggests that privately- 
owned companies can plough 
profits back into research and 
development, and long-term gain 
-need, not. be . saQdficed to 
short-term performance. Almost 
10 per cent of its employees are 
engaged in R&D activities. 

TTntfl now, Tetra Pak has con- 
centrated an liquid food packag- 
ing. So why expand? Outsiders 
lave suggested many reasons for 
the Alfa-Laval hid: faaz of the 
future for Tetra Pak*s packaging 
products because of competitive 
and environmentalist pressures; 
waning interest in the company 
by the Bausing family; or finan- 
cial opportunism. Mr Ha gm a n 
pooh-poohs such speculation. 

He says if Tetra Pak and Alfa- 
Laval combine, they will have a 
stronger position in the market 
and a better base 'to develop 
“tomorrow's technologies”. 


For example, the combined 
company would be able to supply 
the entire p rocessing ' and packag- 
ing needs of a modern dairy from 
cow to carton. 

It was this very synergy which 
alerted Brussels' suspicions. The 
Commission’s principal concern 
was that rivals were unable to 
provide both padaging and pro- 
cessing TTTchlripq for wainpln , to 
dairy owners. The Commission 

bag not marfft fts a p proval conrif. 

tional on formal undertakings 
from Tetra Pak and Alfa-Laval; 
but both companies had already 
promised not to make sales of, 
sav. packaging machinery, de Den- 
dent on orders for processing 
machinery. They also promised 
to Tnairp equipment compatible 
with competitors’ products. 

“We made the promises 
because that was what the food 
Industry would flpmand from us,” 
said Mr Hagman yesterday. 

The Commission’s task force 
also discovered, in what one offi- 
cial called “an extra o rdinarily 
thorough inquiry", that the 
merger would have little effect on 
purchasing policies of EC dairies 

Mr Hagman congratulated the 
Commission, -yesterday on the 
speed with which it resolved the 
case, but the wealth of goodwill 
from both gr<fo« leaves one inter- 
esting question unresolved. 

A Commission inquiry into 
allegations that Tetra Pak has 
been abusing a dominant posi- 
tion in the Ibiba-n mariept has 
been running since 1983. The 
issue, say EC officials. Is whether 
It has been forcing customers 
who use to its machines to use its 
cartons as welL A decision may 
be readied over the summer. 

The impact of the merger 
inquiry on the Italian case is not 
dear, but if Brussels comes down 
against Tetra Pak in the older 
investigation, it may yet unsettle 
the unflappable Mr Ha gman . 



KHD held 
back by fall 
in foreign 
orders 

By Andrew Fisher in 
Frankfurt 

KLOCKNER-Humboldt-Dc-utz 
made a slow start in 1991. but 
earnings should match those of 
last year, when the German engi- 
neering company made its first 
net profit since 1985, Mr Karl- 
Josef Neukircben, its chief exec- 
utive, said yesterday. 

The company reported a net 
profit of DM30m last year com- 
pared with a net loss of DM 170m 
in 1989. 

KHD, whose activities include 
manufacturing diesel engines 
and tractors and constructing 
industrial plants, is feeling the 
effects of economic weakness in 
foreign markets, he said. 

Total turnover in the first four 
months was only 1 per cent 
higher at DM1 -2bn (8697.6m) com- 
pared with the same period lost 
year, as a 22 per cent rise in the 
buoyant domestic market was 
largely offset by a 12 per cent fell 
in foreign sales. 

New order inflow was down by 
17 per cent to DM1 ^bn compared 
with the 1990 period as a result of 
a slowdown in the construction 
sector and in the European farm 
machinery sector, as well as 
delays in plant orders. 

KHD’s order backlog at the end 
of April was DM2bn, a fall of 7 
per cent on the same period last 
year but 9 per cent higher than at 
the start of this year. 

Last year, the company dou- 
bled Its operating profits to 
DM82m, a continued improve- 
ment from its weak performance 
in 1987, when it made an operat- 
ing loss of DM4Q2m. 

The company's earlier prob- 
lems stemmed mainly from its 
disastrous investment in Allis 
Chalmers, the US farm equip- 
ment manufacturer, in 1985. KHD 
has since sold its stake, but not 
before the investment cost the 
company about DMlbn. 


BT cautious on UK economy 
despite £3bn pre-tax profit 

By Charles Lsadbeater, Industrial Editor 

BT, the British telecommunica- prehensive industrial, indicators 
Hons operator, yesterday warned of the state of the economy. 
that there was no sign of the UK The company's assessment 

recession bottoming oat, even that the trough of the recession 
though its annual pre-tax profits still had not been reached came a 
to end-March had advanced to day after the Confederation of 
more than £3bn (|L74bn), a 14 British Industry, the employers' 
per cent rise on the previous organisation, warned that the 
year. economy would weaken further 

The company — the largest pri- imUra there was an immediate 
vate concern in Britain - plans cut in interest rates, 
to make more than 10,000 job cuts BT*s profit Increase was 

in the coming year after shedding achieved on a 6.8 per cent 
18£00 jobs in the past year as increase in turnover to £3&lbn. 
part of a cost-cutting drive. Growth in international call vol- 

Mr Ian Vallance, BTs execn- umes also slowed. Turnover of 
five chai rman, said the rate of international services rose by 
decline in call volumes had only £22m to £L8bn, while reve- 
begun to slow but there were no nue from installing equipment 
signs of an upturn. fell by £40m to £L34bn. 

The company's figures show The sharp rise in profits was 
that a year ago call volumes mainly due to the cost-cutting 

within the UK grew at 10 per cent drive which reduced em ployment auuuga fw auuc »«b *«•■* 

a year. This March the rate to 227,000 in March 1991 from per cent to 34p. The directors are 
slowed to just 4 per cent a year. 245,700 a. year before. Staff costs recommending a final dividend of 
The state of BT"8 business, rose from £4.1bn in 1990 to 8h5p to make a total dividend of 
which serve s more than 25m cus- £4J£bn last year. I3£p, an increase of 12.7 per cent, 

tamers, is one of the most com- Interest payments fell from Lex, Page 18 


QUALITY MANUAL 
BS 5750/ISO 9000/EN 29000 
Series 1987 

Over the last 1% years HBS Consulting Group has collaborated in 
the development of a quite unique BS 5750 PUBLICATION. The 
publication describes the Quality System Standards BS 
5750/ ISO 9000/EN 29000 series - 1987. This Is achieved by 
condensing the Standards into simple Illustrated form with text 
explaining their significance, meaning, practical application and 
implementation. The publication will prove of immense value 
to companies seeking accreditation using their own 
Intellectual resources, however technical consultancy expertise 
is available to clients. 


Through this approach, a greater understanding of the Internal 
Quality System will occur, with a sense of ownership and pride in 
the result being achieved. 


To assist the company's towards accreditation the following 
components of the required Quality Manual are provided:- 


£484m to £411m mainly because 
of an £832m redaction in net debt 
to £3.6bn. About £l00m of the 
Interest charge was attributable 
to the cost of BTs stake In 
McCaw Cellular, the US mobile 
telephone operator. 

Minority interests made no 
contribution to ear nin gs com- 
pared with £26m last time, 
because profits from Celine t, the 
UK c ellular operator controlled 
by BT, were offset by losses at 
Mitrf , the Canadian telecommu- 
nications equipment maker. BT 
Is still searching for a buyer of its 
51 per cent stake in M l t eL 

BT*s profit performance was 
also helped by a sharp cut in 
capital expenditure from £3.1bn 
in 1990 to £2.75hn. 


AGF buys stake in Banesto insurer 

By Pater Bruce in Madrid 


AGF, the French State-owned 
insurance group, is buying 24 per 
cent of La Unhm.y HI Fenix, one 
of Spain's biggest insurance com- 
panies, from Its owners, the inde- 
pendent Spanish commercial 

frftTr fc Banesto. ' 

Banesto officials confirmed 
yesterday that AGF would also 
boy between 2JS and 8 per cent of 

Banesto itself to become one of 
the bank’s largest shareholders. 
Banesto that AGF would 

pay around Pta28bn ($264,15m) 
for the stake m Union y Fenix 
and about PtaUbn for a stake in 
the bank tfowl f. 

AGF and Banesto, which held 
about 523 per cent of Union y 
Fenix, plan to pool their stakes in 
the insurance group into a hold- 
ing wunpiyiy which wifi still con- 


trol it 

Banesto, through its industrial 
corporation, will hold 55 per cent 
of the new holding company. 

In a separate agreement, Union 
y Fenix-AGF will use Banesto’s 
extensive bank branch network 
in Spain to market insurance pol- 
icies, paying about PtalObn In 
rent to the bank over file next 
three years. 

The deal will provide a signifi- 
cant boost in funds for Banesto, 
which is still in the throes of a 
massive modernisation pro- 
gramme, 

Mr Mario Conde, Banesto’s 
rfminrum has, for the moment, 
ruled out any possibility of him. 
emerging the bank with a Spanish 
rival 

This follows the merger earlier 


this month of Banco Central and 
Banco ffispano Americano, and 
the merger of all of the country’s 
state-owned financial institutions 
into a giant new bank. 

However as interest rates begin 
to fall in Spam, the banking sec- 
tor’s t raditionally high interest 
rate margins axe beginning to 
shrink, putting pressure an bank- 
ing profits raising the likeli- 
hood of the banks having to 
malm extrao rdinar y profits. 

A number Of hanka, including 
Banesto, are selling off regional 
banking affiliates, and Banco 
Central has just reported a sharp 
45 per cent drop in first-quarter 
pre-tax profits - to Ptal5^bn - 
in its banking group. 


1. A complete Quality Policy Manual. 

2. A combined Synoptic/Audit approach to the compilation of 
the Quality Procedures Manual. 

3. The set of Forms required as Appendices to the Quality 
Procedures Manual. 


For further details 
contact* 


HBS 


A mom bar of HBS Group Ltd 


BBS Consulting Group 
Higltfield House, 

25 Sackville Street 
BARNSLEY S70 2DE 

Telephone: 0226 294858, 
Fax: 0226 296032 
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Dasa forecasts improved result 


By Andrew Fisher in Frankfurt 


DEUTSCHE Aerospace (Dasa), 
the Daimler-Benz subsidiary, 
expects to turn in a “considera- 
bly Improved result” this year 
as a result of the dollar's recov- 
ery after a loss of DM135m 
($79m) last year caused by the 
the US currency's previous 
weakness, Mr Manfred Bis- 
choff, finance director, said. 

The loss reflected provisions 
cm contracts of Deutsche Air- 
bus, part of Dasa and a mem- 
ber of the European Airbus 
consortium, to reflect the US 
currency's fall at the end of 
last year. 

Cost-cutting 
lifts Esselte 
to SKr83m 

By John Burton 

in Stockholm 

ESSELTE, the Swedish office | 
products group, yesterday 
reported that profits after 
financial it ems rose by 26 per 
cent to SKr83m ($13.5m) in the 
first quarter. 

The improved result was due 
to lower financial costs. 

Esselte last year sold its pub- 
lishing and printing units as 
well as property holdings for a 
net gain of Skrt^bn. It made 
the sales to reduce Its debt bur- 
den. 

Other property was sold in 
January for a profit of 
SKrl6lm. However, operating 
profit In the first quarter fell 
by 30 per cent to SKrl56m as 
sales declined by 5 per cent to 
SKr4.Q8bn. 

Demand has fallen in 
Esselte’s main markets, Includ- 
ing the US, the UK and the 
Nordic region, although sales 
have risen in Germany. 

Despite the fall in sales and 
prospects that demand will 
remain weak, Esselte is confi- 
dent that earnings for the year 
will exceed the 1990 result of 
SKrl45m, due to lower interest 
payments and cuts in produc- 
tion costs. Esselte last year 
closed 17 facilities worldwide, 
reducing its workforce by 2.400. 

Operating costs in the first 
quarter fell by 5 per cent to 
SKr3-7bn. 

The upswing in earnings 
comes as Mr Rune Andersson, 
the chairman of the Swedish 
mining and industrial group 
Trelleborg, becomes the 
Esselte chainnan. 


Turnover of Dasa totalled 
DM12^bn and should rise to 
DM13bn in 199L 

Mr Jurgen Schrempp, the 
chief executive, said that Dasa 
had now completed the reor- 
ganisation necessitated by the 
addition of Messerschmitt-Bdl- 
kow-Blohm to its Dormer air- 
craft and MTU engine units. 
This had made it more market- 
oriented and able to engage in 
large aircraft and space pro- 
jects. 

Dasa expects to decide by 
late summer whether to go 
ahead with its proposed $L5bn 


regional aircraft project 
together with Aerospatiale 
(France). Alenia (Italy), and 
Canadian, Spanish and Chi- 
nese companies. It will request 
repayable launch aid from the 
German government which 
could total DM600m- 
The German company would 
take a SO per emit share in the 
aircraft venture, with Alenia 
and Aerospatiale taking 25 per 
cent each. Dasa would then 
pass on stakes to the other 
partners, reducing its share 
below 40 per cent 
Mr Schrempp said even if 


the Airbus consortium went 
ahead with a smaller version of 
an existing Airbus, this would 
still leave room for an aircraft 
to cover the market below 120 
seats. 

He said the defence technol- 
ogy share in Dasa’s turnover 
should drop from last year's 48 
per cent to 25 per cent by the 
year 2000 as Airbus production 
increased, other civil projects 
were developed, and defence 
budgets were reduced. The 
company has already said that 
1,000 jobs would be lost on the 
defence side. 


Spanish power row intensifies 


By Tom Bums in Madrid 

SEVILLANA, the large 
electricity producer which sup- 
plies Spain’s fast-growing 
southern belt, yesterday took 
the unusual step of Issuing a 
statement to deter the state- 
controlled utility Endesa from 
increasing its stake in the com- 

defence mounted by 
Sevillana complicates the 
attempts by the government to 
restructure the domestic elec- 
tricity sector with the creation 
of a large utility group around 
Endesa. 

Foreign institutional inves- 
tors hold up to 15 per cent of 
the equity in Sevillana. The 
largest single shareholder is 


the Banco Bilbao Vizcaya 
(BBV), with a 10.2 per cent 
stake. Sevillana said its board 
considered that any attempt 
by Endesa to buy its equity 
without prior agreement 
would be considered a hostile 
move. 

The board apparently fears 
that Endesa may be poised to 
repeat a controversial stock 
market raid on Sevillana 
that It conducted in the sum- 
mer of 1989, when it acquired 
nearly 10 per cent of the com- 
pany. 

In earlier comments, Sevil- 
lana spokesmen had indicated 
that Endesa's designs on Sevil- 
lana were to control the com- 


Baer Holding holds payout, 
simplifies share structure 


By William Dulfforce 

BAER HOLDING, the parent 
company of the Julius Baer 
private banking group of Zur- 
ich. yesterday announced an 
unchanged dividend and said it 
would convert its participation 
certificates into bearer shares. 

Net earnings increased by 
4.3 per cent to SFr35.6m 
(824.4m) for the year ended 
March 31. 

The board plans to pay a div- 
idend of SFr210 per bearer 
share. SFr42 per registered 
share and SFr&40 per partici- 
pation certificate. 

Baer had assured sharehold- 
ers of an unchanged dividend 
in March, when the group 
reported a 20 per cent 
slide in net earnings to 


SFT47i&n for the calendar year 
1990. 

To simplify Its share struc- 
ture, Baer Holding is offering 
one bearer share with a 
nominal value of SFrsOO, carry- 
ing one vote, for 25 non- 
voting participation certifi- 
cates of nominal value SFr20 
each. 

This conversion will be cov- 
ered by the issue of 13£36 new 
bearer shares which will take 
the share capital from 
SFr52-3m to SFr59-3m. 

Control of the company will 
remain with the Baer family, 
which owns all the registered 
stock, apart from some 7 per 
cent which is held by Union 
Bank of Switzerland. 


pany and that this was unac- 
ceptable. 

They were responding to 
remarks earlier In the week by 
Endesa's /-hair-man, Mr Felici- 
ano Foster, who said he would 
welcome closer links with the 
Seville-based company. 

Mr Fuster unveiled an 
aggressive acquisition strategy 
when he masterminded the 
acquisition of the ninth-ranked 
utility ELectra de Vxesgo two 
months ago. 

However, Iberduero and Hid- 
rola, the two largest private 
utilities, subsequently stole a 
march on Endesa by joining 
forces earlier this month to 
form HI Holdings. 

Helicopter 
group to issue 
new equity 

HELIKOPTER Service, 
Norway’s largest helicopter 
operator, is planning next 
week to float 8.7m shares to 
raise NKr5Mm ($75-2m) to fund 
its development, writes Paul 
Betts. 

About 80 percent of the com- 
pany’s annual revenues of 
NKrl.25bn comes hum offshore 
oil operations. 

The company is controlled 
by Mr Kjell Andenaes and Mr 
Tor Andenaes, who hold 6&2 
per cent of the outstanding 
shares. After the offering, their 
interest is expected to mfl to 31 
to 32 per cent 

Half the 8.7m shares on offer 
are expected to be placed with 
institutions on the interna- 
tional market. 


Earnings 
fall of 9.5% 
surprises 
Winterthur 

By William Dulfforce 

in Geneva 

WINTERTHUR, Switzerland’s 
biggest non-life insurance 
group, has reported an unex- 
pected decline of per cent 
in 1990 consolidated net earn- 
ings. The company, however, 
will pay an unchanged divi- 
dend. 

Group net profit amounted 
to SFr236.6m (8182m), com- 
pared with SFr26L3m far the 
previous year. The 1989 figure 
was adjusted to bring it into 
line with the new reporting 
principles under which Win- 
terthur is consolidating its 

larger minority holdings. 

Gross premium income rose 
4.1 per cent to SFr 12-48bn,rep- 
resenting a growth rate of 9.7 , 
per cent in tews of local cor- 1 
rendes. More than 54 per cent 
of direct income was generated j 
outside Switzerland. 

Mr Peter Spalti, chairman i 
and chief executive, had fore- | 
east higher 1990 earnings last 
November. Winterthur attri- 
butes the setback to narrowing 
margins in several countries, 
unfavourable currency fluctua- 
tions, and the poor state of 
finanirial markets last year. 
Winter storms In northern 
EuroDe also had an imnact. 

Shareholders' equity fell 
fiwn SFr4.64bn at the end of 
1989 to SFr3.79bu, in part 
because of the write-off of 
SPr54L3m in goodwill on the 
acquisition of General Casu- 
alty, a Wisconsin-based US 
insurance company, for which 
Winterthur paid 8630m. 

The parent company 
achieved a net profit of 
SFr 133. 2m, down from 
SFrl39.6m in 1989. The board 
proposes to pay an unchanged 
dividend of SFr68 per share 
and SFrl&£0 per participation 
certificate, giving a total pay- 
out of SFrl09.6m after last 
year's rights issue, compared 
with SFr 1 02.5m on the 1989 
account. 

Premium income in Winter- 
thur Life, the life insurance 
subsidiary, amounted _ to 
SFr3.57bu, with total assur- 
ance in force rising by 8 per 
cent to SFT117bn. 

Investment income 
advanced by more than 12 per 
cent to SFrl.25bn. Bonuses 
allocated to policies rose by 14 
per cent to SFr 4 73m. 


Whitbread advances 9.7% 
on strength of beer sales 


By PhIRp Rawstome in London 


WHITBREAD, the brewer and 
retailer, showed resilience in 
tough trading conditio ns with 
a 9.7 per emit increase in foil- 
year pre-tax profits , to £29l5m 
($50&2m) from £265.7m 

The results, which include 
pre-tax profits of £5An for the 
Whitbread Investment Com- 
pany, were at the top end of 
market forecasts. Shares 
gained 13p to close at 486p. 

During a year “when virtu- 
ally every month brought a 
further deterioration in cus- 
tomer confidence", according 
to Mr Peter Jarvis, chief execu- 
tive, turnover rose to £2JXSbn 
from £2.Q5bn - an increase of 
14 per cent after adjusting for 
discontinued businesses. 

Earning s per share grew 9.5 
per cent to 47.29p from 43.18p 
and a final dividend of I2p lifts 
the total payout 10 per cent to 
l&3p from 14J3p. 

Operating profits from Whit- 
bread’s brewing operations 
rose 15 per cent from £SL8m to 


£71Jxn on turnover 29 per cent 
higher at £897m from £748m. 
Beer volumes increased by ,l£ 
pet cent in a market which 
declined by the same amount. 
The Boddmgtons brand led a 
50 per cent growth in Whit- 
bread's portfolio of cask-condi- 
tioned ales and Murphys stout 
achie ved sales c i £75m in only 
its second year of distribution. 

The group’s managed retail 
estate, which now contributes 
half its profits, recorded a 10 
per cent Increase in turnover 
to £L26bn from £1.24bfi and 
pushed profits 7 per cent 
higher to £l2S.7m from 
£120.fiBL ‘ ' 

. Whitbread Inns showed 
strong growth in drink and 
food sales; the Thresher wine 
and spirits chain improved 
margins, profits and market 
share; and TGI Friday's traded 
strongly. Pizza Hut maintained 
profits poshed its market 
share above 50 per cent. 

Turnover in Whitbread’s 


leased and tenanted pubs grew 
p per cent to £273 -6m from 
£251 An and profits owe 4 per 
cent to £85. 7m from £63.2m. 
Whitbread has now soW «5 
pubs and a further 350 will fol- 
low this year as ft moves to 
meet the changes resulting 
from the Monopnlfe and Merg- 
ers Commission inquiry. 

An extraordinary charge of 
£42m is included in the 

accounts as the co« «f meeting 
the c hang es. A similar provi- 
sion of £4Sm was made last 
year. All the sales so tar have 
exceeded book value. The 
accounts include ft P6-3W 
profit on disposal of retail 
properties. 

A new pub leasing pro- 
gramme is now under way 
wjtb 450 completed and 
another 500 jn negotiation. 

"This total charge of £87m is 
a very high price to have to 
pay to meet the new regula- 
tions. " Mr Jfarvis said. 

Lex. Page 18 


KHD confident of matching net 


' By Andrew Fisher 

KLOCKNER-Humboldt-Deutz 
made a slow start in 1991, but 
earnings should match those of 
last year, when the German 
engineering company made its 
first net profit since 1986, Mr 
Karl-Josef Neukirchen. its 
chief executive, said yesterday. 

The company reported a net 
profit of DM30m (817.5m) last 
year against a net loss of 
DMl70m in 1988. 

KHD, whose activities 
include manufacturing diesel 
engines and tractors and con- 
structing industrial plant, was 
feeling the effects of economic 
weakness in foreign markets, 
he said. 

Total turnover in the first 
four months of 2991 was only 1 
per cent higher at DM1.2bn 


compared with the same period 
last year, as a 22 per cent rise 
in the buoyant domestic mar- 
ket was largely offset by a U 
per cent tall in foreign sales. 

New order inflow was down 
by 17 per cent to DMl^bn as a 
result of a slowdown in the 
construction sector and in the 
European form machinery sec- 
tor, as well as delays in plant 
orders. 

KHD's order backlog at the 
end of April was DM2bn, 7 per 
cent down on the same period 
last year, hut 9 per cent higher 
than at the start of this 
year. 

Last year, the company dim- 
bled its operating profits to 
DM82m, a continued improve- 
ment from its weak perfor- 


mance in 1987. when it made 
an operating loss of DM-HEm. 

The company’s earlier prob- 
lems stemmed from its disas- 
trous investment in Alhs-Chal- 
mere, the US farm equipment 
manufacturer, in 1985. KHD 
has since sold its stake, but not 
before the investment cost the 
company about DMlbn. - 

Mr Neukirchen came to KHD 
in 1987 to effect a recovery and 
will shortly move to Hoesch. 
the steel and engineering 
group. 

He said work had already 
begun on a new DMfiOOm diesel 
engine plant for KHD in 
Cologne. It will have an annual 
capacity of 150.000 engines a 
year when production starts in 
1993. 


BMW Rolls-Royce near deal on site 


BMW . Rolls-Royce, the 
recently-formed joint venture 
between the German car com- 
pany and the UK aerospace 
group, is near final agreement 
on the site for a new engine 
plant in east Germany, with an 
initial investment of around 
DM2 00m (8116m) planned. 


writes Andrew Fisher. 

The company said it hoped 
to complete the purchase of the 
site, south of Berlin in the east 
German state of Brandenburg, 
by July. Construction on the 
green field site could then start 
later this year, with some 500 
jobs created when the first 


phase of production starts in 
the mid-1990s. 

BMW Rolls-Royce intends to 
produce a new family of civil- 
ian aircraft engines at the east 
German plant. Development of 
this range, aimed at the 
regional market, will cost 
around DMlbn by 1996. 


LPC INTERNATIONAL FINANCE N.V. (the “Corpo r i i taoj u* ) 
93b Genre Sob. Debentures Dne 1995 (the ‘‘Debe n t ur es’’) 

NOTICE OF REDEMPTION 

la accordance with Article Tfen of tbe Indenture dated as of 
October 15. 1980 fthe^Inden tore”), tbe Carporatum.jwill redeem all 
of its outstanding Debentures on June 28,1991 (tbe "Redemption 
Date”) at 100% of tbe aggregate principal amount thereof (tbe 
“Red eruption Price*) together with accrued interest of 56-2222 per 
$1,000 principal amount, for a total Redemption Price of 
$1,056.2222 per $1,000 principal amount of Debentures. 

The Redemption Price and said accrued interest wiD be due 
and payable on the Red em ption Date. Interest on the Debentures 
shall cease to accrue on and after the Redemption Date and all 
rights of the holders with respect to (be Debentures will cease, 
except the right to receive the amounts due on the Redemption 
Date. Payment of tbe amounts due will be made only upon 
presentation and surrender of said Debentures with all interest 
coupons maturing subsequent to said date; by band or by mail as 
follows 

Citibank, NA, 111 Wall Street, 5th Floor, New York, NY 
10043, USA; Citibank. NA, 336 Strand, London WC2R 1HS, 
England; Citibank, NA, Neus Mainzer Strasse 4Q/43, 6000 
Frankfurt/Main, Germany; Citibank, NA, Ave. de Ifervuren. 249, 
B-1160 Brussels, Belgium; Citibank, NA, 19 LeParvis, 
LaDefense, Paris, France; . Citicorp Investment Bank 
(Luxembourg) SAu, 16 Ave. Marie Theresa, L uxe m bourg; 
Citicorp Investment Bank (Switzerland), Bahnhofetrasse 63, 
8021 Zurich, Switzerland. 

Pursuant to Article Eleven of the Indenture, the right to 
convert the principal of the Debentures shaO terminate at the close 
of business on the Redemption Date. On or before that date, tbe 
Debentures, or any portion thereof which is $1,000 or a multiple 
thereof, may be converted in accordance with tbe terms of the 
Indenture into shares of Common Stock of Lear Petroleum 
Corporation, at a Conversion rate of 39.3649 shares for each $1,000 
principal amount of Debentures. Lear has informed tbe Trustee 
that its Common Stock is no longer pub tidy traded, consequently 
Lear will effect a short form merger to purchase any shares that are 
acquired upon conversion of the Debentures for $2.65 per share (the 
price paid for Lear Common Shares at tbe time of the merger of 
Lear with LPC Holdings, Inc.). 

By: EBJ SCHRODER BANK & TRUST COMPANY 
as Trustee 


This announcement appears as a matter of record only 


PROVINCE DE QUEBEC 
SCAN 50000000 
12% BONDS DUE 1993 

Notice Is hereby given that in 
accordance with foe Terms 
and Conditions of the Bonds, 
foe Issuer has elected to 
redeem ’artitipatively aH of 
the outsfimoSng Bands in the 
aggregate principal amount 
Of SCAN 50000000 on 

July $ 1991 at a redemption 
price equal to 10)% of foe 
principal amount thereof. 

The Bonds should be 
presented and surrendered 
far payment together with 
coupons due.Jufy 0 1992 
and Mowings attached. 

On and alter July 6, 1991 foe 
Bonds no longer be 
outstanding and interest 
thereon doll cease to accrue 

THE PRINCIPAL 
RWWG AGENT 
S0CETE GENERALE 
ALSACENNE DE BANGUE 
10 AVENUE EMILE REUTER 
LUXEMBOURG 


UNITED STATES 
FINANCE & 
INVESTMENT 


The FT propose* to paMtob an 
important survey of the United 
Stales economy, markets, ud 
investment outlook on 

1991 

If you arc promoting your com- 
pany's presence and services in 
the United Slats to the interna- 
tional business comm unity, you 
will want to advertise m this fea- 
ture. 50% of International 
Financial Managers and 54% of 
Chief Executives in Europe’s 
largest companies read the FT. 
For advertising information. 
pk air call 

Maty Ellen Houck 
Financial Times 
(New York) 

Tel: 212 752 4500 
Fax: 212 319 0704 


Anna Fairfax 
Financial Times (London) 
Tel 071 873 4167 
Fax: 071 873 3078 


tUfnmJenml ffiun Mnog m ta Emvtm 
CMrf Smite t, £jnpe MS. 

’’"ft SURVEYS “1 


4* 

NorsteSkog 


NORSKE SKOGINDUSTRIER A.S. 

(Incorporated with limited liability in the Kingdom of Norway) 

! 

International Offering of 
NOK 707,000,000 ' 

8^96 Subordinated Convertible Bonds 19 91/2000 
Issue Price: 100 per cent. 


Enskilda Securities 

Sfcamflnavisfca Ensfcflda limited 


CHRISTIANIA FONDS AS 


KJefnwort Benson Limited 


BNP Capital Markets Limited 


Credit Suisse First Boston Limited 


Deutsche Bank Capital Markets Limited Paribas Capital Markets Limited 


NOTICE TO 
THE NOTEHOLDERS 


May 1991 


Deutsche Bank AG 


m 


Frankfurt am Main 

(Incorporated in the Federal Republic of Germany with limited liability! 


Notification of Dividend 

The Ordinary General Meeting on May 23. 1991. has resolved to distnbute the 
distributable profit of the financial year 1990 being DM 617.868.650 and has 
approved the payment of 

a dividend of DM 14 per share of DM 50 par value. 

The dividend will be paid less 25% capital yield tax against submittal of Divi- 
dend Coupon No. 55 at one of the paying agents listed in the Federal Gazette 
(Bundesanzeiger) of the Federal Republic of Germany No. 94 dated May 24 1991. 
In accordance with the English-German Double Taxation Agreement of 
November 26. 1964. as amended in the protocol of March 23. 1970, the German 
capital yield tax is reduced from 25% to 15% for shareholders resident in 
Great Britain. To daim this, shareholders must submit an application for refund 
until december 31. 1995 at the latest. This application is to be addressed to the 
Bundesemt fuer Rnanzen. Friedhof strasse 1. D-5300 Bonn 3. 

In Great Britain payment will take place through the following banks- 
Deutsche Bank AG. London Branch. 6, Bishopsgate. London EC2P 2AT. 

Midland Bank pic. Securities Services UK Department. Ground floor, Suffolk 
House. 5 Laurence Bountney Hill. London EC4R OEU. 

The dividend payment in Great Britain is made in Pound Sterling converted from 
Deutsche Mark at the rate prevailing on the day of submittal of the dividend 
coupon. 

Frankfurt am Main. May 1991 

Board of Managing Directors 


SWEDBANK 
Sparbankeraas Bank 

Yen 5,000.000,000 
554% Bull Bonds due 1993 

la aecordaoee with the Terms and Condi- 
tions of the Benda - -Redemption tod 
Purchase - Redemption Amount", notice 
is hereby given that the Redemption 
Amount in respect of any Bond payable on 
May 24, 1991 has been bed at 100* or tbe 
principal amount. 

for and on behalf of ths issuer 

Banque Paribas Luxembourg 
Sod <5 1£ Anonym* 
Calculation Agent 


NOTICE TO THE HOLDERS OF 

Map Investment N.V. 

(tbc'lM**) 

3* PartieifKUinK Bond* 

Due Hay 17. 1998 (the -Beads') 

The Issuer has declared and paid U.S. 
SS.180MQ.00 tottidpaOn* Interest due sod 
payable on May 17, 1891. Tbe *nnu*Jh«i per- 
centage rate to equal to 3% and the amount of 
Partidpstioa Interest p*yaNe«o UA 510,000 
priori pal amount of the Beads is (300.00. 
US. TVust Company of California. NA. 
orTWfc 

Bay 16.1991 


V federal Saving* & Loan Association 

UJS. $150,000,000 
Collateralised Floating Rate Notes 
due November 1996 

For die interest period 23rd May, 1991 to 25th November, 1991 the 

Notes will cany a race of interest of 65it% per annum, with an interest 
amount of U.S. $3,261.46 per U.S. $100,000 Note. 

Listed tm the Luxembourg Stock Exchange 


0 Rankers Trust 
Company. London 


Agent Bank 



M EMBER SFAi 


FUTURES 

AND 

FOREIGN EXCHANGE 

24 HOUR COVERAGE 


CAL Futures Lid 
Windsor House 
50 Victoria Street 
London SW1H0NW 
Thb 071-799 2233 
fiuc 071-799 1321 


Dollar bull or peak? 

Daily Currency and Interest Rate Faxes 
irom Cnnrt Analysts Limited 
Contact Anne Whitby 
Tel: 07L-T34 TI 7-1 Fax; 071-135 I960 


TELEPHONE-. 071-828 7233 AFBD MEMBER 

FT5EIQ0 I WALL SVfcfiET* 

^ May 2478/2488 +12 Jun 2910/2922 u/c 
Jun. 2488/2498 +12 I Jul 2918/2930 u/c 
-O 5p m Pri ces. Change from previous 9pm dose 

HOW WELL DID YOU JUDGE THE MARKET? 


CAL INVESTMENTS LIMITED 

laumteF ncs£cunn£s*wi nnucsMmonYuwiEo 

INVESTMENT MANAGEMENT IN FOREIGN EXCHANGE 
AND FINANCIAL FUTURES 

CALL PAUL CLEESOW OH TCU on 7892233 FAX: on 799 1321 


ummmwmimimimminmmmmnm 

Residential Property 

Securities No. 1 PLC 

£200,000,000 

Mortgage Backed Floating Rate Nores 2018 

The me of mterca for the three month period 22nd May, |«*n u ». 

l" ^ M lXm2S P" P** mourn. 

Coupon No. 13 wit) therefore be payable on 22nd August, J59J at 

£3,002.60 per coupon. 

Aggregate interest charging balance* of Mortgages redeemed" during the 

previous Interest Period: £8,759,640. ' 

. Aggregate interest ch^ging balance of Mortgage, redeemed as at 
22nd May; 1991: £163,067.240. 

The. aggregate principal amount of Notes outtutuW as » 

22nd May, 1991: £149,200,000^^ 

S. G. Warburg 6c Co. Ltd. 

AgentBonk 
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Over a million': people die from cholera and typhoid 
every year, both • diseases contracted by drinldng 
infected water. But how ICI is working on an advanced 



water filter so fine it will be able to trap the bacteria 
responsible. Which should help provide the developing 
world with more water that gives life instead of taking it 



World Problems 


Wbrld Solutions 


World Class 
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INTERNATIONAL CAPITAL MARKETS AND COMPANIES 


Honda Motor posts 65% decline 


By Robert Thomson in Tokyo 

HONDA Motor, the Japanese 
car maker, yesterday reported 
a sharp fall in pre-tax profits In 
the anal quarter as US sales 
proved sluggish, the domestic 
market turned soft, and selling 
expenses increased. 

The group suffered a 65 per 
cent decline in pretax profit to 
Y16.56bn ($129. 13m) in the 
quarter to the end of March. 
For the full year consolidated 
pre-tax profit was Y132bn, 
down from Y152.1bn, on sales 
of Y4.30l.5bn. an Increase of 
Zl.fi per cent. Sharply 
increased turnover of motor- 
cycles in Asia compensated for 
the downturn in the US car 
market. 


Sales in the Dual quarter 
rose by 3.8 per cent from a year 
ago to Yl,142bn. with motor- 
cycle-related revenue rising 
383 per cent, car sales increas- 
ing by only 32 per cent, and 
other business revenue up 283 
percent 

After several years of surg- 
ing sales, the Japanese market 
has turned down, with passen- 
ger car sales below year-earlier 
levels for nine consecutive 
months. However, Honda offi- 
cials said yesterday they expec- 
ted domestic sates to be stimu- 
lated later in the year, when 
several new models will be 
unveiled. 

For the current year, sales 


are expected to rise 7 per cent, 
although the company said 
tougher market conditions 
would lead to reductions in 
capital investment, which will 
fall by an estimated 12 per 
cent, while research spending 
may fell slightly and the intake 
of new Japanese staff next year 
will be cut 

Honda predits that net profit 
for the year will be Y77bn, 
sli g htl y higher thap last year’s 
Y76.2bn. although selling 
expenses may increase sharply 
as the company wffl be “com- 
peting in an intensely competi- 
tive automobile market". 

Last year, motorcycle reve- 
nue rose 293 per cent and car 


revmme rose 83 per cent, due 
mainly to “an improved model 
mix and a weaker yen against 
major European currencies'* . 

The company reported mar- 
ginal increases in car sales in 
North America and the domes- 
tic market, but a 36 per cent 
increase in the value of sales to 
Europe, which accounted for 
10.7 per cent of total sales, up 
from 8.6 per cent in fiscal 1989- 

Motorcycle sales fell in 
Japan, but rose sharply else- 
where. Europe accounted for 
23.9 per cent of motorcycle 
sales, up from 233 per cent, 
while Japanese sales fell as a 
proportion from 40£ per cent 
of the total to 30.7 per emit 


Higher premiums fail to lift insurers 


By Neil Weinberg 

JAPAN'S four leading property 
and casualty insurers posted 
lower profits at the pre-tax 
level, despite rises in premium 
revenues In the year to the end 
of March, as higher vehicle 
repair and natural disaster 


payments took their toll. 

Tokio Fire and Marine, 
Japan’s largest non-life 
insurer, posted a drop in after- 
tax profits for the second con- 
secutive year. 

Yasuda Fire and Marine, 


PROPERTY AND CASUALTY INSURERS 

Premium rmenua* 

Pre-tax profit" 

Operaftig profit" 

Tokio 1,008 (4-8^) 

Yasuda 724 |+6J) 

Mitsui 487 (+9.5) 

Sumitomo 420 ( + 9.7) 

97.9 (- 5.6) 
42.4 (-16.0) 
35^ ( — 12.8) 

37.9 (- 7.4) 

155 (-42^) 
-6.0 (-) 
0.4 (-9SL2) 
5J3 (-52.1) 

- Billions el fan; penxmtaga change In breckm. 


Mitsui Marine and Fixe insur- 
ance and Sumitomo Marine 
and Fire Insurance also 
showed profit declines for the 
first tune in eight years. 

The rise in premium income 
among the industry leaders 
was supported by growth in 
vehicle underwriting, as 
domestic car sales remained 
relatively buoyant 

However, the cost of car 
repairs rose even more rapidly, 
due to the g rowin g number of 
luxury vehicles on the roads 
and higher repair shop labour 
costs. Increasing commission 
payments to insurance agents 


also put pressure on profits. 

The non-life insurers expect 
profits to rebound in the year 
to end-March 1992, in part on a 
7.8 per cent average rise in 
vehicle insurance premiums, 
scheduled to take effect on 
July L Nursing insurance and 
savings-type insurance con- 
tract renewals are further seen 
supporting a profit recovery. 

Tokio forecasts premium 
income will increase 11 per 
cent to Yl,110bn ($7J985bn) and 
pre-tax profits 5 per cent to 
YlQ3hn The other three com- 
panies released wmiiw predic- 
tions. 


Wfe are pleased to announce oar appointment as 


Depositary Bank by 



I EURO I 



for ttieir sponsored 

American Depositary Receipt (ADR) Programme 


Citibank Issuer Services 


A provider of solutions and services 


in support of the hinting activities of 


major issuers around the world 


tor briber l 


abeetOabeaklADRaenicee: 


Citibank. HA Nor York 
"■ John A. Gemdnario 212-657 JZ78 

OOank. NX lotion 
71m Oktttld 071-234-5259 
Alan Cameron 071-234-5267 

CflSw*. NJL is a member at TSA and tbfffO 
This announcement appears as a matter at record only 


CITIBANK**’ 


KDD suffers first fall in 
annual sales for 33 years 

By Nell Weinberg 


KDD, Japan’s largest 

internatiimal flummiiwiratinna 

company, suffered its first 
sihw rfpritnii fn 33 years in 
year to end-March as price cuts 
and increased competition 
among common carriers took 
their toll. 

Pre-tax profits fell 113 per 
cent to Y2538bn (8189m), malt- 
ing their second consecutive 
Hpclirw while »JiwM l in y profits 
were down 30.4 per cent to 
Y1636bn. Sales declined 7 per 
cent to Y240.72bn. 

KDD, which enjoyed an 
international telephone service 


monopoly until 1985, saw reve- 
nues f ro m its wminfing interna- 
tional telephone service drop 
10 per cent as two aggressive 
new competitors vied for mar- 
ket share. 

The company is also invest- 
ing aggressively in satellite 
and optical c ommunic ation 
tpchnningiMi and noted a sharp 
rise in fixed costs. 

KDD expects sales to rise 5 
per cent to Y253bn for the cur- 
rent year despite cuts In over- 
seas telephone charges on 
April 1. Pre-tax profits are 
expected to rise 4 per cent 


Pioneer Electronic sees 
drop In earnings this year 


By Evnlko Terazono In Tokyo 

PIONEER Electronic, the 
Japanese leading audio maker, 
has forecast a decrease in non- 
consoli dated , pre-tax profits to 
Y31bn (8223.02m) for the year 
to end-March 1992, the first fall 
in seven years. 

The company’s announce- 
ment is in line with market 
estimates that its earnings for 
file current year will be hit by 
the deteriorating Japanese 
audio visual market 

Pioneer yesterday 
announced non-consolidated 
results for the past year. Pre- 



Yukong Limited 

(the “Company - ) 

(a company incorporated with limited liability in the Republic of Korea) 

Notice 

to the holders of those of the 

U.S. $20,000,000 3 per cent Convertible 
Bonds due 2001 

of the Company presently out s tan d ing 
(the “Bondhoklers" and the “Bonds" respectively) 


rtrtuted by a Trust Deed dated isthjuty, 1886 as modlfed by a Hrst Supplemental Trust Deed dated 24th July, 1990 
a Second Supplemental Trust Deed dated 22nd May 1991 (ad together the "Trust Deeds") all made between Vie 
Bankers Trustee Company limited (the "Trust 


constituted 
and 

Company and Bankers Trustee Company limited (the 
NOTICE IS HEREBY GIVEN to the Bondholders that 


s tee") as 


for the Bondholders. 


k (i> 


Of) 


OW 


M 

M 


(vf) 


under CoxBtton 7(D) of the Bonds, Bondholders have rights (the "Bondholders’ 1991 Pul Rights"), subject as 
therein provided, by completing, signing and depositing at the specified office of any Paying A gent d uring its 
normal business hours nol less than 30 nor more than 45 days prior to isthjuty. 1991 notices ofreo ar rytion In the 
tom (tor the time being current) obtainable tram any Paying Agenl to require the Company to redeem all or some 
only or toe Bonds held by them on that date at 117 per cent, ol their principal amount together with accrued interest 

in order to provide Bondholders with greater ftextbili 
requested the Trustee to concur with it in modifying thel 
to the condition described in (v) betow, (a) to provfdi 
identical in all respects to the Bondhoklers’ 1991 Put Rights accept tor the relative redemption dare "to be 
31 st December, 1 992 and the relative redemption amount to be 122 per cent of the p rinci pal amount of the Bonds 
(in order to provide Bondholders who acquired their Bonds at par on 15th Juty. 1986 with the same yield to pul as 
thalwithwhicMhoy are provided by the Bontfholder?i' 1991 Put Rights) and (b) to permit notices ol redemp tio n by 
Bondholders exercising any such Rights to be revoked with the consent of the Company; 
at the request of the Trustee, the Company has agreed, subject to the condition described in (v) below; not to give 
notice exercising any optional redemption rights which it may have under Conation 7(B) or 7(C) ol the Bonds until 
after 31st December, 1992, and the Trustee, being of the opinion that, in the Bghi ol such agreement such 
modificationB are in the interests of the BortdbokfefS as a whole, has concurred with the Company In making the 
proposed modifications; 

such mortifications, which are also subject to the condition described In (v) below, are contained in the Second 
Supplemental This! Deed dated 22iKl M«y, 1991 made between the Company and the Ihistee: 
such mod*) cations and the Company's agr ee m ent referred to in (HI) above are conditional and wBI become 
effective only upon the obtaining ol the necessary Korean governmental and regulatory consents. The 
Company h8s covenanted In the Second Sinriemwital TVust Deed to use its best endeavours promptly to 
obtain such consents and further notice wW be (riven to the Bondholders by the Campww as soon as 
practicable after such consents have been obtained; 

accordingly, subject only to the obtaining of the consent s referred to In (v) above, in addition to the BondhoWers* 
lOSTHHit Rights (which are unaffected by the 


ut nights (which are unaffected by the modifications and remain exercisable) Bondholders win have lurther 
to call for redemption ot their Bonds on 3lsl December. I932 at 132 per cent, ol their principal amount 


^.inctoal 1 

the Bondholders' 1992 Put Rights pursuant to Ccxx&ftin 7(D) mutatis 
’ 1991 Put Rights; and 


mutandte In the same manner as the 

(vir) copies ol (a) the Trust Deeds and (b) a letter dated 20th May, 1991 tom the Company to the Trustee conteferng the 
agreement referred to in (ifi) above are available tor inspection until 3lst December; 1992 by BonrBKMers during 
normal business hours at die specified offices of the Paying Agents listed below 

PRINCIPAL PAYING AG SIT 

Bankers Ttust Company, 1 Appold Street, Qroadgate, London EC2A 2HE. 

OTHER RAYING AGBITS 

Swiss Bank Corporation, Aeschenvorstadt 1 . CH-4002 Basle. 

Banque Internationale h Luxembourg S.A„ 69 Route d’Esch, 1-1470 Luxembourg. 

Banque indosuez Belgique S A, rue dM Colonies 40, B-1000 Brussels. 

Bankers Trust Company, 2601-2606 Shell Tbwer, 50 Raffles Place, Singapore 0104 
This notice is given for information only and does not constitute any recommendation by the Company or the Trustee as 
to whether any ol the Bondholders’ Put Rights or any conversion rights should or should not be exercised. Bondholders 
who are in any doubt as to what (if any) action they should take should consult their professional advisers. 

This notice is given by yukong Limited. 

Dated 24 Lh May; 1991 


tax profits rose 93 per cent to 
Y343bn on a 10-8 per cent 
increase in sates to Y8S73bn. 
Sluggish demand depressed 
sates of its audio division by 3 
per cent to Yl22.2hn, but both 
its video and car electronics 
divisions posted strong sales 
results. 

The company's stock price 
has been volatile in Tokyo 
recently on earnings specula- 
tion and has been dubbed the 
“Pioneer shock" by Tokyo’s 
financial community. 

For the year to March 1991, 
strong sates in Europe helped 
Pioneer's consolidated pre-tax 
profits, which rose 123 per 
cent to Y713fan. Strong sates of 
its laser disc sing-along 
karaoke systems and compact 
disc players for cars helped 
overall sates, which rose 173 
per cent to YS993bn. 

Audio sates rose 73 per cent 
to Y191.9bn, video products 
increased by 263 per cent to 
Yl93.4bn and sates for car elec- 
tronic products rose 19 per cent 
to Yl783bn. After-tax profit 
•w 163 per cent to 


For file current year, sates 
for the parent company are 
expected to rise 53 per cent to 
Y417bn and after-tax profits to 
fell 183 per cent 
Pioneer blamed the slower 
sates growth on weak domestic 
ripmanrl in audio products and 
car electronics products due to 
the weak vehicle market. 


Electrical 
combines 
hit by 
rising costs 

By Stefan Wagstyf in Tokyo 

PROFITS at three of Japan's 
largest electrical combines 
were hit last year by the rising 
cost of labour and of product 
development and by declining 
prices of semiconductors and 
personal computers. 

Hitachi, Toshiba and Mitsu- 
bishi Electric all posted 
increases in sales in the year 
to March, due to strong 
demand in Japan and over- 
seas. But all three suffered 
falls In operating profits. 
Toshiba’s profits also fell at 
the pre-tax level, white Hitachi 
and Mitsubishi posted mar- 
ginal Increases. 

The three groups forecast 
slight increases in sates for the 
current year. Toshiba and 
Hitachi predicted virtually 
u nc h ang e d profits, hot Mitsu- 
bishi said pre-tax profits 
would fall 8 per cent. 

Margins ore likely to con- 
tinue being squeezed by 
increases in costs and falUnx 
product prices. Competition is 
intense with all three leading 
groups, plus others, including 
Matushita Electric Industrial, 
battling for sales across a wide 
range of products. 

Toshiba said its decline fn 
profits was due mainly to 
price cots in semiconductors 
<mii tntgmjflgd competition in 
pmnnal computers. 

On a consolidated basis, 
sales rose 10 per cent to a 
record Y4,696bn (533.771m) hot 
pre-tax pro fi ts fell 4 per cent 
to Y2583bn. Net income was 
down 8 par cent at Yl203bn. 
At the the parent company, 
which accounts for much of 
the operation Inside Japan, 
pre-tax profits fell tSJl per 
cent to Y17&4bn. 

For the current year, Tosh- 
iba forecasts a 6 per cent 
increase in consolidated sales 
to Y4380bn and a marginal 
increase in pre-tax profits to 
Y260bn. 

Hitachi reported a 9 per cent 
rise In consolidated sales to 
Y7,737bn and a 6 per emit 
increase in pre-tax p ro fi ts to 
Y5623bn. 

Net profits were up 9 per 
cent, but operating profits, 
which exclude the group's con- 
siderable financial Income, 
nee just 2 per cent At the 
parent company, operating 
profits fell 14 per cent to 
Y27Z.48m. Pre-tax profits rose 
2 -per ce nt to-Y2083bn. ’ .• 

Hitachi forecasts Increases 
in consolidated sales and pre- 
tax profits this year to 
YB,l 00 bn and YSGOhn respec- 
tively. 

Mitsubishi posted increases 
of 11 per emit in consolidated 
sates to Y3316bn and 1 per 
cent in pre-tax profits to 
Yl823bn. Operating profits 
fell 83 per cent to Y208.7bn 
and net profits rose 4 per cent 
to Y79.7bn. The parent com- 
pany saw pre-tax profits fell 
0.7 per cent to Y1363bn. 

Mitsubishi expects sates in 
the current year to rise 23 per 
cent to Y3,400bn on a consoli- 
dated basis, bat pre-tax profits 
to fell 8 per cent to Y168bn. 

It is smaller than its two 
rivals and so less able to main- 
tain the pace in keeping down 
costs and continuing to invest 
across a wide product r ang e. 

The companies are pouring 
huge sums into research and 
development and new capi tal 
equipment. -Hitachi said 
research and development rase 
14 per cent to Y491bn, or 63 
per cent of sales. Capital 
spending- Increased 19 per cent 
to Y781. 4bn. _ 

• Sumitomo Electric, a lead- 
ing wire maker, reported a 
24.7 per cart increase in par- 
ent company pre-tax profits to 
Y38.4bn on an 113 per cent 
increase in sales to Y785Um. 

Capital Investment by Japa- 
nese Industry boosted sales, as 
did a successful diversification 
Into car brake systems. Fur- 
ther increases in sales and 
profits are expected In the cur- 
rent year. 


Bajaj Auto slips 13.4% 
and cuts payout to RslO 

By David Housego in New Delhi 


BAJAJ Auto, India’s largest 
manufacturer of motor-scoot- 
ers and three-wheeler vehicles, 
suffered a 13.4 per cent drop in 
net earnings for 1990-91. It sig- 
nals the growing squeeze on 
corporate profits created by the 
sharp fell in industrial produc- 
tion. 

Baiaj. which provides a yard- 
stick for the performance of 
the Indian engineering indus- 
try, saw sates tumble in the 
second half as a result of riot- 
ing in parts of the country and 
a shortage of diesel fuel 

Net profits declined to 
Rs563m - (527.81m) although 
turnover for the year rose by 
143 per cent to Bsl23bn. The 
drop in sates in the second half 
forced fire company to cut pro- 
duction by 25-30 per cent at its 
Aurangabad and Pune plants. 

Bajaj Auto announced it was 
cutting its dividend by 10 per 
cent to RslO. It believes, bow-, 
ever, it can boost sates over the 
coming year through increas- 
ing its market share. 

• Another sign of the impact 
of the recession on Indian 
industry was the decision by 


Hindustan Computers (HCL), 
the country’s largest computer 
manufacturer, to reduce its 

4.200 workforce by 15 per 
cent 

The group, which has just 
concluded a joint venture 
agreement with Hewlett-Pack- 
ard, has seen output and sates 
fall because of import curbs 
and higher ta xe s 

Most of the cuts in the work- 
force have been made in the 
computer and CAD/CAM divi- 
sion. The company described 
them as “normal restructur- 
ing”. 

• Also indicative of what 
could be a growing trend. 
Majestic Auto, the motorcycle 
manufacturer, was declared 
technically bankrupt by the 
Board for Industrial and Finan- 
cial Reconstruction, whose 
financial help it was 
seeking. 

Majestic, which employs 

1.200 people and makes 
mopeds. suffered three years of 
losses that absorbed its capital 
and reserves. The d own t urn in 
sates has postponed any recov- 
ery- 


Top trading companies in 
Japan beat interest rise 


By Noil Weinberg In Tokyo 

JAPAN’S six leading trading 
companies managed to over- 
come a sharp rise in interest 
expenses to post mostly high® 
sales and pretax profits for the 
year to end-March. 

The six also set aside a total 
of Y743bn (5580.46m) in loss 
reserves on Y3532bn in claims 
Agptnrf Iraq. Mitsubishi, with 
flip hi g hest claims Of Y99trn, 
set aside the largest amount at 
Y303bn. 

The Ministry of International 
Trade and Industry (Mi'll) also 
dfectowl that all the leading 
trading houses, excluding 
Sumitomo, which had the sec- 
ond largest loss reserves and 
ruling have filed for a total of 
YiQ3bn in related trade insur- 
ance. 

C. Itoh, the top trader in 
sales, r e ported a 0.3 per cent 
rise in sales, despite d pclfaes of 
303 per cent and 383 per cent 
in imports and exports respec- 
tively. 

Sales were also dulled by an 
accounting change last year 
under which traders book only 
the difference between sel lin g 
and buying of gold bullion. 
Excluding gold transactions, 
sales rose i£fl per cent. Pre-tax 
profits, meanwhile, climbed to 
a record Y5L3bn. 

C. Itoh expects sates to rise 2 
per cent to Y2i,0Q0bn and pre- 
tax profits 13 per cent to 
Y55bn in the year to end-March 
1992. Sumitomo Corp, the sec- 
ond largest trader, posted the 
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highest pre-tax profits at 
Y77.2bn, UP 103 per cent 

Company sales rose 123 per. 
cent, with growth reported 
strong in aH divisions- Particu- 
lar rises included 28,1 percent 
for chemicals and ftsels. 

Sumitomo expects sales to 
rise s per cart to YZXjOONm and 
pre-tax profits 53 per cent to 
Y92bn In the current fiscal 


Marubeni posted record sales 
of Yl9.Q15bn, up 43 per cent 
on strong domestic demand 
and higher crude oil prices. 
Domestic transactions roae 123 
per cent and overseas transac- 
tions 193 percent 
Marubeni forecasts sales up 
03 per cent to Y19300bn, white 
pre-tax profits wifi fefi 83 pur 
cent to Y50ba in the year to 
end-March vm 
Ifitsui reported a rise of 73 
per cent in sales to Y1833bn. 
led by a 133 per cent rise in 
international transactions. The 
company forecasts sates rising 
43 per cent in the current fis- 


cal year to Yls.OWHm and pre- 
tax profits 8.4 per cent to 
YWta. 

Mitsubishi posted a 14.4 per 
cent rise in pretax profits, to a 
record Y943*a, «• machinery 
and information related 
operettas gained 133 per cent 
and 73 per cart respectively. 

tub expects sales is 
the year to end-March 1992 to 
rise 03 per cent to YHJWbn 
atk) pre-tax profits 53 per cent 
to YlOOtm. 

Nissho Iwai posted the only 
declines to sates and pre-tax 
profits, which were down 113 
per cent and 25.1 per cent 
respectively. Excluding gold 
transactions, company sates 
rose 2.7 per cent. Higher inter- 
est rates and a 463 per cent 
drop in exports and 23,1 per 
cart In I mports were behind 
the declines. 

Nlssho Iwai forecast a fur- 
ther 113 per cent drop to sates 
to YUtSOObn and 22 per eent in 
pre-tax profits to YSObn in foe 
year to end-March 1992. 


Fujitsu advances 0.2% to 
Y127.26bn for year 


By Robert Thomson in Tokyo 

FUJITSU, the Japanese 
computer company, reported a 
marginal 02 per cent increase 
in pre-tax profit to Y12736tm 
(5922.17m) in the year to 
end-March, as domestic com- 
puter sales improved but sales 
of electronic devices were 
weak and the company's debt 
servicing burden increased. 

Total sates of the parent rose 
10 par cent from a year earlier 
to Y2338bn, with sates of cotn- 
mnnfeatfa M equipment up 143 
cent, thanks to strong 
from Nippon Tele- 


The company is presently 
expanding its semicond u ctor 
production capacity, and is 
hoping for stronger demand 
this year for its newer 


per ceni 
demand 
graph and Telephone (NTT), 
while sales Of infarmatirwi pro- 
cessing equipment rose 122 per 

rpnf 

However, electronic device., 
sales fell 7.7 per cart, with 
sales of memory devices 
affected by sluggish demand. 


Fujitsu said consolidated 
sates are Hkely to rise 23 per 
cent fids year, as sales will be 
included from the UK-based 
International C om p ute s (1CLX 
the European computer 
manufacturer, which is now 
80 per cent owned by 
Fujitsu. 

ICL recently r ep orte d annual 
pre-tax profits down 26 per 
cent at £U(ku (5190m.) 

For the current year, the 
parent company expects .a 6. 
per cqnt increase in pretax 
profit to YlSSfan, and an 11 per 
cent increase in sales to 
Y2,600bn. 


Printing group 
climbs 9% 
to Y33.31bn 

TQPPAN Printing, Japan’s 
second largest printing 
company, tilted net profits nine 
per cant to Y3331tan (5260m) in 
the year to end-March 1991. 
compared with Y3035bn fa the 
previous year. Barters reports 
from Tokyo. 

Sates increased to Y34K2bn. 
against Y78138bn- 

Toppan forecasts a buoyant 
year, with net profit ettmbing 
to Y34bn and sates rising to 
Y905bn In the year to 
end-March 1992. 

Earnings per share for the 
current year are Y51.71, 
against Y4737 a year ago 
and are expected to rise to 
Y52.78 in the year to March 
1982. .. .y., -v 

Ttifoan Printing intends 
to retain a YU) a share mibwI 
dividend. - 
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Business 
outlook 
at Intel 
‘excellent- 

By Louise Kehoe 

in San Francisco 

INTEL, the primary supplier of 
micro-processors and related 
semi-conductor devices to- the 
personal computer industry, 
said its business outlook was 
"excellent"* despite stagnant 
unit sales in the personal com- 
puter market 

Intel said its second-quarter 
earnings were likely to top 
analysts’ projections, which 
average 94 cents per share. 

Mr Craig Barrett, Intel execu- 
tive vice-president, told share- 
holders at the annual meeting 
that Intel expects “double digit 
percentage revenue growth” in 
the current second quarter, 
over the first quarter’s record 
$L13bn. 

Intel's revenue growth 
reflects its increasingly domi- 
nant role in the micro-proces- 
sor market Intel has been a 
significant beneficiary of the 
trend towards higher perfor- 
mance personal computers, 
powered by 32-bit micro-proces- 
sor chips. 

In past generations of per- 
sonal computers, Intel com- 
peted with several “second 
source” suppliers of its lS-bit 
micro-processors, including 
Advanced Micro Devices. Intel 
has , however, refused to 
license other merchant chip 
makers to make its 32-bit 
microprocessors, thus gaming 
a virtual monopoly on the mar- 
ket 

AMD, which says that - it 
aims to “break Intel’s micro- 
processor monopoly" yesterday 
also issued a bullish forecast 
Mr W. J. Sanders HI, AMD 
chairman, said he expected the 
company to return to double 
digit pre-tax profit margins no 
later than the fourth quarter. 

Mr Sanders said the compa- 
ny's sales of Its recently intro- 
duced AMD 286 microproces- 
sor, which is compatible with 
the Intel 386, were exceeding 
expectations. He also hinted 
that AMD is developing its 
own version of Intel's more 
advanced 486 microprocessor. 

But Intel does not expect 
AMD's 386 microprocessor to 
have a significant impact upon 
Its sales. Demand for Intel’s 
microprocessors has been 
boosted by recent personal 
computer price reductions, the 
company said. 


IBM selects McKinney 
to spearhead changes 


By Alan Cana in London and Louise Kehoe in San Mateo 

INTERNATIONAL Business 
Machines, the world’s largest 
computer manufacturer, is tak- 
ing increasingly profound steps 
to combat the deep structural 
changes in the worldwide 
computer, industry which are 
badly damaging sales and 
profits. 

. Mr David McKinney, its top 
executive in Europe, has been 
recalled to IBM's Armonk, 

New York, headquarters to 
take up a special assignment 
which effectively gives him a 
lot of responsibility for deter- 
mining the shape of the IBM of 
the future. 

Reporting directly to Mr 
John Akers, IBM chairman, Mr 
McKinney will take responsi- 
bility for overseeing changes in 
the way IBM is organised, both 
internally and in its relations 
with other companies. He will 
focus on improving IBM's effi- 
ciency and reducing bureau- 
cracy. 

Over the past three years 
IBM has put in place plans to 
reduce headcount by almost 
50,000, including the elimina- 
tion of 8.000 managerial jobs. 



David. McKinney: recalled 
to company headquarters 

It has strengthened its prod- 
uct lines and set up partner- 
ships and alliances with thou- 
sands of «mmiiw companies in 
the computer business. 

Despite these changes, its 
first-quarter figures showed a 
loss and Mr Akers has been 

innrpa.gingly pessimistic about 


the immediate future. 

Mr McKinney's new assign- 
ment is seen as a move to 
match the company’s profile to 
the new market conditions 
resulting from improvements 
hi technology and shifts to 
commodity products and ser- 
vices. 

Mr McKinney was yesterday 
unavailable for comment It is 
understood he will also take 
responsibility for the compa- 
ny’s communications, informa- 
tion systems and environmen- 
tal s taffa 

Mr Rena to Ri verso, formerly 
European director general 
operations, takes Mr McKin- 
ney’s place as president of IBM 
World Trade and president 
director general of IBM 
Europe. 

He was appointed director 
general, Europe, working in 
tandem with BAr McKinney, in 
January this year, in 
a management shuffle which 
indicated IBM's satisfaction 
with its Italian operations, 
often seen as a model 
of how IBM should trade in 
Europe. 


AT&T close to leasing Sony 
its New York headquarters 


By Martin Dickson in New York 


AMERICAN Telephone & 
Telegraph appears to be close 
to leasing out its eight-year-old 
headquarters building in New 
York - one of the city's 
most debated pieces of modem 
architecture - to Sony, 
the Japanese electronics 
group. 

The deal would consolidate 
Sony's presence in New York 
from a -yflttwring of buildings 
Into a 35-storey tower, 
sheathed in rosy granite, on 
Madison Avenue in mid-town 
Manhattan. 

Both companies declined to 
comment Real estate execu- 
tives indicated a deal was in 
prospect but said Sony was 
still discussing the *prm« of an 
option to buy the building at a 
later date. 

Sony, which has spent over 
$5bn buying up US entertain- 
ment companies over the past 
four years, would relocate 


some 2,500 staff to the tower, 
mainly from Sony Music Enter- 
tainment. formerly known as 
CBS Records 

AT&T announced in January 
it was trying to lease the build- 
ing as a cost-saving measure, 
although it said then it 
intended to retain three floors 
for executives and board meet- 
ings. 

The tower, costing $200m to 
build in 1984, houses some 
1,200 workers, and was com- 
pleted only shortly before 
AT&T was broken up by the 
Federal courts, which spun off 
seven regional Bell operating 
companies. 

AT&T remained the largest 
long-distance telephone opera- 
tor in the US. 

If the deal goes through, 
AT&T would have to return to 
the city some of the sizeable 
tax breaks it received for con- 
structing the building and 


using it as its headquarters. 
However. AT&T insisted yes- 
terday it would not be desert- 
ing New York. If the building 
was leased, its staff would be 
moved to other sites within the 
city. 

Over the past 20 years. New 
York has suffered a steady exo- 
dus of large companies seeking 
cheaper headquarters loca- 
tions, and there are fears the 
city's budget crisis could accel- 
erate the process. 

The AT&T building, 
designed by the noted architect 
Mr Philip Johnson, is widely 
regarded as New York's first 
post-modem skyscraper since 
It combines modem construc- 
tion with a classical design. 

The pediment is similar to 
the top of a piece of 18th cen- 
tury fixmiture, causing the 
building to be known as the 
“Chippendale skyscraper". 


Canada 

Packers 

triples 

earnings 

By Barnard Simon 
in Toronto 

CANADA PACKERS, the 
Toronto-based food processor 
controlled by Hillsdown Hold- 
ings of Britain, tripled its 
first-quarter earnings, but cau- 
tioned that a less spectacular 
increase was likely for the 
year as a whole. 

The company, shortly to be 
renamed Maple Leaf Foods, 
said income for the first quar- 
ter was CyiQm (US$8. 77m), or 
15 cents a share, against 
C$3. Im, or 5 cents, a year ear- 
lier. 

The present Canada Packers 
was created last year from a 
merger of the original Canada 
Packers and Maple Leaf Mills, 
and the 1990 figures are a pro 
forma representation of their 
combined performance. 

The jnmp in first-quarter 
earnings was largely due to 
costs stemming from last 
year’s closure of an abattoir In 
Burlington, Ontario. 

Operating income rose more 
modestly to C$2 1.8m from 
C$19-3m. The closure of the 
Burlington plant also contrib- 
uted to a 16 per cent fall in 
sales to C$806.4 m. The sale of 
Canada Packer's dairy and 
peanut butter businesses has 
also shrunk revenues. 

Mr David Newton, chief 
executive, told the annual 
meeting that the company's 
improved balance sheet 
allowed it to consider sizeable 
acquisitions without under- 
mining Its debt-to-equity ratio. 


GTE offshoot to 
axe 4,900 jobs 

GTE Telephone Operations, a 
unit of GTE of the US, is to cut 
its workforce by about 4^00 
over the next four years as a 
result of a recent merger with 
the telecoms group Contel, 
Reuter reports. 

The GTE offshoot, based in 
Irving, Texas, has about 
115,000 employees, Including 
Contel workers. 

“The reductions will be 
accomplished mainly through 
normal attrition and early 
retirement plans,” said Mr 
Robert Brand, director of 
media relations of GTE Tele- 
phone Operations. 


French bonds fall again as 
franc continues to wobble 

By Stephen Fkller in London and Patrick Harverson in New York 


FRENCH government bonds 
fell again yesterday amid fears 
that the government may have 
lost Its best opportunity to cut 
interest rates and worries 
among some international 
investors about the new 
French government. 

Bond prices were down by as 
much as a Vs -point. Some 
investors believe that a weak 
Crane may preclude an Interest 
rate cut to follow that by Spain 
earlier in the week. Meanwhile, 
international holders of bonds 
- although perhaps dominated 
by trading accounts - con- 
tinue to sell bonds amid con- 
cerns about the economic pol- 
icy of Mrs Edith Cresson, the 
new prune minister. 

The Finance Ministry, how- 
ever, said that the previous 
day's rumours about the intro- 
duction of a possible withhold- 
ing tax were groundless. 

This weakness opened up a 
yield differential of about 64 
basis points in the 1 0-year 
maturities against the German 
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Coupon 

Red 

Date 

Price 

Change 

Yield 

Week 

■Re 

Month 

■BO 

UK SILTS 

13 500 

09.-92 

103-25 

-4-03/32 

10 33 

10 50 

10 63 


9000 

C3/0O 

93-30 

*01/32 

10 23 

10 32 

10 14 


9000 

10/08 

31-1B 

01/32 

10 03 

10 00 

9 85 

US TREASURY - 

8 000 

05-01 

99-18 

+ 02.-32 

806 

8 11 

8 12 


0.125 

05121 

96-12 

- 1 02(32 

827 

832 

8 28 

JAPAN No 1 19 

•1.800 

&99 

88 4841 

■•-0.04* 

703 

7.05 

709 

NO 129 

6 400 

03/00 

98 7465 

+ 0083 

6 63 

662 

071 

GERMANY 

9.000 

01/01 

104.0500 

-0.010 

8 35 

842 

B 33 

FRANCE BTAN 

0 000 

02/36 

99.3355 

-0.224 

BD9 

893 

9.05 

OAT 

9800 

01/01 

103.0800 

-0.580 

893 

885 

863 

CANADA * 

9.750 

06/01 

100 8500 

-0 400 

9.£2 

963 

966 

NETHERLANDS 

8 500 

03/01 

99 3400 

+ 0030 

859 

963 

0 53 

AUSTRALIA 

13 000 

07100 

1 14 0554 

-0 829 

10 56 

10 53 

11 CO 

BELGIUM 

10 000 

08.-00 

104 8503 

-0 150 

9.16 

8 97 

894 

London closing, ’denoios Now York morning session 




Yields- Local market standard 

Prices. US, UK in 33nda 

Olliers m doclmal 
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market This compared with 54 
on Wednesday and as little as 
44 about two weeks ago. 

The German market was 
itself dormant at the long end, 
with most bond market activ- 
ity concentrated in the four- 
year area. Here, the Bundes- 
bank sold DM4A5bn of paper, 
newly-framed to attract inter- 
national investors, keeping 
DM1.55bn for its own account 
at an average yield of 8.67 per 
cent The sale was viewed as a 
success. 

Otherwise, interest was 
focused at tbc short end of the 
market. Because of technical 
factors associated with the end 
of the bank reserve period at 


the month end and market hol- 
idays, call money rate dropped 
as low as 7.3 per cent, way 
below the Bundesbank's tar- 
gets. 

■ THE UK government bond 
market had a dull day. but 
there were some hopes that it 
could be more exciting today. 
Money market rates are now 
discounting a '* percentage 
point cut in interest rates by 
the Bank of England this 
morning. 

Rumours also emerged that 
the Bank might go for a 1 per- 
centage point cut and decide at 
the same time that it would 
move sterling into the narrow 
band of the European 
exchange rate mechanism. 

There were also expectations 
that the Bank might announce 
in the afternoon a new tap 
stock for sale in late June. 
Although earlier market expec- 
tations were for a sale of medi- 
um-dated stock, now there are 
some expectations of a very 
long-dated stock, perhaps of 25 
to 30 years. This may have 


weighed on the long end or the 
market, which was up only ,'j 
point yesterday, while short- 
dated stocks managed around 
d point. 

■ A MIXED bag of economic 
statistics left US Treasury 
prices firmer at the short end 
but weaker at the long end yes- 
terday morning. 

At midday, the benchmark 
30-year government bond was 
down it at 98£, to yield £.275 
per cent. The two-year note, 
however, was up /. at 100 , 
yielding 6.733 per cent. 

The most important set of 
economic data released yester- 
day was the durable goods 
orders for April, which were up 
28 per cent compared with a 
year earlier. This would nor- 
mally have been bad news for 
the market, and did lead to an 
early sell-off of bonds, but 
prices at the short end perked 
up as dealers discovered that 
non-defence capital goods 
orders - regarded as a useful 
leading indicator - were down 
108 per cent on the month. 


Insurers form European mutual alliance 


INSURANCE companies from 
the Netherlands, Sweden and 
Denmark have announced 
what they claim is Europe's 
first three-way international 
alliance Involving mutual own- 
ership across national fron- 
tiers, writes Hilary Barnes in 
Copenhagen. 

The companies, each the 


third -largest insurer in their 
markets, are the Dutch mutual 
AVCB. Sweden's mutual Wasa 
and Denmark's Topdanmark, 
which de-mutualised a few 
years ago. They had total 
income last year of about 
DKr30bn and equity capital of 
DKr20bn. They will set up a 
jointly-owned holding company 


as the base for the expansion 
of international business. 

The holding company will in 
turn have substantial share- 
holdings in each of the three 
alliance partners. The three see 
the alliance as the best way for 
medium-sized insurance 
groups to develop business 
internationally. 
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IS YOUR 
TRANSPORT FLEET 
CLAMPING 
YOUR FINANCES? 




Is your commercial vehicle fleet expensive to 
fund and a burden to administer? 

If so, then itVtime to consider getting rid of it, 
and unlocking the capital tied up.in those 
trucks. . * ~ i ' 

Ryder will purchase this costly, non-revenue 
earning asset from you then lease it back 
under contract 

You'll enjoy valuable benefits, indudlng:-^ 
An Immediate injection of cash for investing 


, in your core business or reducing borrowing. 

Removal of a substantial asset and improving 
gearing to make further borrowing easier. 

A transport operation managed by Ryder for 
a pre-determined fee and with accurate 
cost control. 

Ryder has the stability, resources, in-depth 
experience arid total professionalism to manage 
your transport efficiently in your image 


Under a full service lease Ryder will rationalise 
your vehicle fleet, supplying replacements as 
required. Handle maintenance at your depot 
or through Ryder's nationwide service centres. 
And ensure a seamless transition from 
in-house to Ryder operation. 

For further details contact the Director of 
Contract Hire, Ryder Limited, Ryder House, 

16 Bath Road, Slough SL1 3SA. 

Telephone: 0753 821363 or 


Ryder Transport Services GmbH, 

Kranstrasse 15, D-4700, Hamm Uentrop, 
Germany. Telephone: 0-23-88-3983. 

We'll help you move your business forward. 

RYDER 


CONTRACT HIRE - TRUCK RENTAL - DISTRIBUTION 
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SA group in DM150m placing 


BHF-Bank in Frankfurt is 
arranging a DM 150m private 
placement witb German inves- 
tors to refinance a public bond 
issue made in 1984 by the 
South Africa Department of 
Post and Telecommunications, 
writes Simon London. 

South African borrowers are 
expected to refinance up to 
&>50m equivalent of maturing 
bonds with private placements 
in the German market this 
year. 

A BHF-Bank official said 
that the purpose of the transac- 
tion was to refinance a 
DMl50m bond issue which 
matures on June 16. No new 
- money is being raised, and 
' placement is concentrated 
among German retail inves- 
* tors, be added. 


Of the 20 outstanding public 
bond issnes made by South 
African borrowers in the 1980s, 
nine mature this year. 

Other issues which may be 
refinanced include a DM50m 
issue by the Industrial Devel- 
opment Corporation of South 
Africa and a JlOOm issue tv 
the Electricity Supply Commis- 
sion, both of which mature in 
July. 

The majority of South Afri- 
can Eurobond issues were 
denominated in D-Marks and a 
total of DM630m of paper fells 
due in 199L 

While bankers are reluctant 
to fa>Tk about the deals in the 
open, they conceded that most 
of the maturing paper is being 
successfully refinanced 
through private placements. 


The success of these deals 
raises the question whether a 
public bond Issue could be 
launched by a South African 
borrower in the international 
market The last issues were 
made in 1985. 

“These b or rower s have had 
some good experiences in the 
German market and a new 
high-yielding issue would cer- 
tainly attract investors," com- 
mented <me syndicate manager 
at a leading German bank in 
Frankfurt 

However, while private 
placements can be arranged, 
borrowers may see little advan- 
tage in making public zssnes. 

“Until sanctions are lifted I 
see little chance of public 
deal.” said another Frankfurt- 
based banker. 


Overwhelming demand for 
Eurofima Es7bn issue 


■■■ By Simon London 

NEW issues denominated in 

s. Portugese escudos and Swedish 
krona met with strong demand 

a* yesterday, underlining that 
lr many investors believe Euro- 
j. pean bond yields will continue 
to converge. 

-? For believers in convergence, 
-l the Portugese currency offers 
the highest yields and there- 
fore the best value. 

'c Yesterday Eurofima 
launched a Es7bn five-year 
a deal, lead managed by Banco 
5 Totta & Acores. The paper car- 
ries a coupon of 13% per cent 
-. and was priced at 101 % but 
a- soon rose to 104% bid, buoyed 
r- by strong demand from institu- 
v tional investors, 
o. Participants in the deal com- 
-i- mented that the response from 
investors was overwhelming. 

t . Many firms noted that demand 
t . was now coming from outside 


INTERNATIONAL 

BONDS 


Europe, notably from US insti- 
tutions. The biggest hurdle to 
the further development of the 
sector Is the limited supply of 
new bonds. Borrowers require 
approval from the Portugese 
authorities and so far only 
supranational institutions have 
tapped the market. The Euro- 
pean Investment Bank is 
expected to launch an issue 
next month. The rarity of cur- 
rency and interest-rate swaps 
opportunities also limit the 
number of potential borrowers. 

Sweden’s decision a week 
ago to Trnk its currency to the 
European currency unit (Ecu) 
has fuelled expectations of 


lower interest rates and higher 
bond prices. 

ABB Finance, the financing 
arm of Asea Brown Boveri, the 
Swiss/Swedish industrial 
group, took the op por t unity to 
raise SKrtOOm with a five-year 
issue. The deal was lead man- 
aged by Deutsche Bank Capital 
Markets and carries a 10.5 per 
cent coupon. Bonds were 
fa wn e d at 99.75 and traded at 
less 1 % bid, inside frill fees of 
1% per cent. At this level the 
yield is 1097 per cent 

The Connell of Europe satis- 
fied a requirement for shorter 
term f unding with a $200m 
two-year deal lead managed by 
Warburg Securities. The bonds 
carry a 7% per cent coupon 
and were re-offered to inves- 
tors at a fixed price of 99975, 
where the paper yields 35 basis 
points over US Treasury bonds. 


NEW INTERNATIONAL BOND ISSUES 


Borrower 

US DOLLARS 

Amooal m. 

Coupon % 

Price 

MaterNr 

tat 

Book nmr 

Council of Europe(a)t 

200 

71* 

100.95 

1993 

1V0.1 

SG Warburg Secs. 

Nippon Champion Corpfajtt 

80 

(b) 

100 

1996 

3Q/20bp 

Nfktai Secs. 

FRENCH FRANCS 

Credit du Nord(c)t 

300 

Bl* 

98.80 

1999 

35O0bp 

Paribas Gap-Mkts. 

SWEDISH KRONOR 

ABB Finance lnc.(a)t 

300 

10>a 


1898 

1%/11« 

Deutsche Bk CapJAMs. 

ESCUDOS 

Euraflma(a)t 

7bn 

13* 

101% 

1998 

1%/1*« 

Deutsche Bk d'lmroathnamo 

SWISS FRANCS 

Memorial Art Ohnoya(a)**t 

10 

71* 

98% 

1996 

- 

DaHchl Kangyo Bk 


★★Private placement. {{Convertible. 4WHh equity warrants. (Floating rate note. (Final terms, a) Non-caQable. b] Coupon peya 
35bp over 8-month Ubor. Non-callabte. c) Multiplier Issue. Investors have option . each year, to reinvest coupon paymsnta in 
further fungible bonds, at par. Non-callabla. 


Soviet-owned 
bank shrinks 
in size and 
asks for help 

By Stephen Fldler, 

Euromarkets 

Correspondent 

MOSCOW Narodny Bank, tire 
Soviet-owned bank incorpo- 
rated in London since 1919, 
sharply contracted in size last 
year and turned once again to 
its shareholders for financial 
support, according to the 
annual report 

The banks* assets fell to 
£L80bn at the end of last year 
from £L54bn the year before. 
According to officials at the 
bank, this contraction - 
undertaken voluntarily - has 
fallen further this year, 
towards £L5bn. 

The bank shrank through 
the sale of performing assets 
and the running down of inter- 
bank deposits and borrowings. 

Moscow Narodny also 
received help from one of its 

warn QliarriinMar s to cover a 

226 m provision required under 
the Bank of England's rules to 
cover its exposure to Bulgaria, 
which stopped servicing its 
debt last year. 

The shareholder, Vneshe- 
irammihaific, ihp Rmiit for For- 
eign Economic Affairs, paid 

the bnTilr the full M «n n nt of 

the loss which would have 
arisen because of the provi- 
sion. 

Last year, aharahnidor s con- 
tributed to a £27m capital 
increase for the bank - taking 
the combined ownership of 
Tneshekonombank and the 
State Bank of fire Soviet Union 
(Goshank) to over 50 per cent. 
In the previous year, a share- 
holder took over the bank’s 
problem sovereign loans. 

The report also says 

that the book value of the 
bank’s freehold p roperties - 
hwiMfngu in the City of Lon- 
don and Singapore - exceeds 
fire market value by 11 per 
cent. However, the directors 
regarded the deficit as “tempo- 
rary, reflecting the short-term, 
decline in fire [UK] economy, 
and do not consider a 
writedown in book value to be 
a p pr opriate”. Land and build- 
ings are assessed at £579m in 
the report 

In 1990, net banking pro fi t 
rose to £22. 02m, from £21 .54m, 
helped by a rise In fee income. 
But after transfers to provi- 
sions and tnngr reserves, ami a 
£7m tax charge, net profit fell 
to £100,000 from £290,000. 


French give strips the go ahead 


By George Graham in Paris 

MR Pierre Berdgovoy, the 
French finance minister, yes- 
terday opened the way to a 
new market for strips by 
authorising for tire first time 
tire repackaging of French gov- 
ernment bonds. 

J.P. Morgan, the US bank 
which is a primary dealer in 
tire French government bond 
market, immediately 
announced that it was launch- 
ing tire first strips operation. 

It will strip the longest-dated 
French government bond, OAT 
&5 per cent 2019. 

A strips operation involves 
repackaging a bond into its 
separate interest rate and capi- 
tal comp onents 

The result is a series of zero- 
coupon securities representing 
the interest payments due aver 
the life of the bond, and a 
larger zero-coupon security 
representing the final capital 
repayment 

By enabling investors to 
select a security with a matu- 
rity exactly corresponding to 
their own requirements, strips 

ran AT pawri riwnanri for a bond 

ami allow borrowers to issue at 
slightly lower yields. 

The finance minis try «aiH 
yesterday that the opening ct 
the strips market should there- 
fore result in savings on public 
debt servicing costs, although 
officials indicated these were 
likely to amount to only a few 
basis points. 

In the US, 30-year interest 
strips tend to trade at yields 10 



ties) by {daring Treasury bonds 
in a trust and issuing new 
securities guaranteed, by these 
bonds. '■ 

In 1984, the US Treasury 
took over this market by 
launching tire Separate Trt«L 
mg of Interest and Principal of 
Securities programme. 

This pr ogramm e removed 
tire risk that tire trusts might 
default by making the strips 
direct obligations of the gov- 
ernment, just like the original 
bonds on which they were 


Piere Beregovoy: allowed 
the repackaging of bonds 

to 40 basis points lower than 
the theoretical yield curve of 
the original bond, although 
shorter maturities can be 
cheaper than the curve. 

The larger size, and there- 
fore liquidity, of principal 
strips tends to make them 
more expensive still, at 20 to 50 
basis points. 

The strips market in the US 
dates back to 1981 and 1982, 
when Investment banks devel- 
oped “Tigers” (or Treasury 
Investment Growth Receipts) 
“Cats” (Certificates of 
Accrual on Treasury Securi- 


The French rules are dosely 
modelled on the US, where 
over gl20bn of bonds have 
already been stripped. 

Stripping will be carried out 
by the Sfcovsun. the French 
stock registry centre, in part- 
nership with one or more pri- 
mary dealers. 

The strips will themselves 
carry the state’s guarantee. 

French Finance Ministry 
o ffifffoifl say this form of mar- 
ket provides better liquidity 
and makes it easier to put tire 
strips baric together agai n to 
form fire original bond. 

The trust form of strips, 
which was recently used on 
the 2011 Ecu band Issued by 
the Rafian government. Is sim- 
pler to organise but offers less 
liquidity. 

The OAT 2019 selected for 
tise first French strips opera- 
tion has FFr46bn outstanding 
and is the longest French gov- 
ernment bond on offer. 


In the US, king issues are the 
most BDOtisr string candidates. 

year Treasury baads lrev* been 
stripped. ... 

Government officials will 

encourage banks to strip bonds 

that are still bring issued, to 
benefit from any reduct io n in 
yield. 

Bankers contend that the 
principal advantage of the 
strip* Is in allowing parion 
funds and insurance compa- 
nies with long-term llabOffies 
to tailor their cash Bow exactly 
to their needs. 

But JJP. Morgan argues that 
strips will also attract bullish 
investors by offering greater 
leverage over long periods than 

ontinazy. bonds- ■ 

if bond market yields drop 
by 25 basis points, for example. 
Morgan calculates that the 
investor would get an addi- 
tional z 5 per cent return an 
the OAT 2019 band, compared 
with a 6.77 per cent return on 
the 2019 principal strip. 

This leverage will also 
attract foreign investors, by 
reducing their exposure to 
exchange- rate risk. 

Strips protect investors 
against “reinvestment risk”, 
Morgan says. 

The quoted yield on a bond 
assumes that interest pay- 
ments can be reinvested at the 
same rate, but if interest rates 
fell, fire overall yield actually 
pocketed will be less than 
this. 


Swiss tax change ‘may 
develop money market’ 


THE Swiss National Bank 
(SNB) hopes that moves to 
abolish a securities turnover 
tax will help develop a Swiss 
money market. Renter r ep orts 
from fanfch. 

II a federal tax reform pack- 
age is approved in the June 
referendum, it was conceivable 
that Switzerland could soon 
have tradeable short-term debt 
certificates «Mn to US Trea- 
sury MBs, said Mr Jean Zwah- 
ten, a director of the SNB. 

Currently Switzerland's only 
money-market instrument is 

papprfwn: mnnoy^narirot c-ltrima 

which are relatively illiquid 
and technically awkward to 
trade. 

As a result, the Swiss franc 
money market exists largely 
abroad, in the form 


of Euromarkets trading. 

Mr Zwabten noted that the 

TaHr of an riffirrirmt mantr t mar- 
ket deprived the SNB of an 
extra channel to apply mone- 
tary policy, in addition to its 
traditional methods of 
short-term currency swaps and 

ttw plMwwnt of fwlpial fawfe 

with co mmer cial bank s in the 
form of sight deposits. 

If the SNB’s idea of Treasury 
hiTIg — jj fthnlininffKJMwiMn. 
weisungen - comes about, Mr 
Zwabten said these would be 
wwirih rimplcr tO trade the 
current money-market chdirm. 

Mr Markus Lusser, SNB 
president, noted Switzerland 
was unlikely to have the large 
public debt that was the ham* 
for more developed money 
markets. 


Setback for European 
cross-border share trading 


By Richard Waters 

STOCK market authorities 
from the European Commu- 
nity's 12 memberstates agreed 
yesterday to take a significant 
step bad from their planned 
joint v en t ure to suppor t cross- 
border share trading. 

The exchanges, through the 
Federation of Stock Exchanges 
in the EC. first agreed nearly 
two years ago to build a joint 
information ne two rk to carry 
share prices and company 
news concerning leading Euro- 
wun comumies. Their inten- 
tion was to create the baric 
infrastructure on which a 
Europe-wide share trading sys- 
tem could be developed. 

At a meeting in Athens yes- 
terday, though, fire exchanges 
are understood to have agreed 


that their earlier plans were 
too ambitious and that more 
research and planning needs 
to be done. 

The setback follows months 
of disagreement between the 
exchanges over the purpose of 
the joint venture. In an 
announcement today, they are 
expected to play down these 
fm ywwimtt and emphasise 
tl Hr continuing commitment 
to work together on ways of 
supporting cross-border trad- 
ing. 

The company set up to 
develop the network. Euro- 
quote, is to continue in exis- 
tence; However, the exchanges 
will not now snbscribe the 
BwiH iiBf of capital which 
been due in tire coming weeks. 
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CAPITAL GOODS 086) 

Building Materials (24) 

Contracting, Construction Ol) 

Electricals (10) 

Electronics (25) 

Engineering-Aerospace (8) 

Engineering-General (47) 

Meta hand Metal Forming (8) 

Motors (13) 

Other Industrial Materials (20) 
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Textiles 110) 

OTHER GROUPS a 07) 

Business Services (12) 

Chemicals (21) 

Conglomerates (10) 

Transport (13) 

Electricity (14) 

Telephone Networks! 4) 

WaterdO) 

Miscellaneous (23) 


Index 

No. 


826.64 
41074.76 
.0305.86 
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Dh. 
YWd% 
(Act at 
(25%) 

EsL 

PIE 

Ratio 

(Net) 

xdadf. 
1991 
to date 

Ipiex 

No. 

Index 

No. 

ladex 

No. 

fade* 

No. 

40.4 

1138 

538 

10.88 
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4.92 
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TRADITIONAL OPTIONS 


First Dealings May 7 

• Last Dealings May 24 

Last Declarations August 8 

_ For settlement August 19 
for rate Indications see end ol 


London Share Servtca 
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NOT CLOSE ... EXACT 

The FT-Actuaries Share Indices Service 

FINSTAT, the Financial Times Statistics Service, offere a unique 
range of electronic information relating to the FT-Actuaries Share Indices 
Your PC can now access aU of the actual statistics used m calculating 
this important senes, bringing new accuracy to your analysis. 

Printed details are also available. 

For further information contact FINSTAT on 071-925 2323 
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and no relief in sight 
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By John ThbmhUI 

STOREHOUSE, the 

conglomerate which owns ! 
and Habitat, repeated a severe 
drQP in nnnnal profits as * K° 
effects of its restructuring pro- 
gramme and the recession took 
their toB. . 

Moreover, Mt Michael 
■i ntip.n, chief executive,, warned 
that . the retailing climate 
showed little sign of improve- 
ment In the first half of the. 
current year. 

“It is very rough (mt there. 
We are swapping blow for blow 
with our competitors," he said. 

Taxable profits halved from 
£l2Jfrn to £&2m fa the year to 
March SO. However, these fig- 
ures were depressed by an 
exceptional item of £i4JtaL 
(£KL8m) relating to the exten- 
sive store rationalisation pro- 
gramme anH asB o cfl ff ted redun- 
dancy costs. 

Turnover dropped from 
£L31bn to £1.21bn as sales 
weakened markedly in the sec- 
ond halt 

After extraordinary write- 
downs of £ 11.2m (£7.4m) result- 


ing from the disposal of several 
businesses. Storehouse 
incurred a net deficit of £7Jm 
(£1-1 m profit) for the year. 

BAS saw a higher rents bill 
reduce its profits contribution 
from £27.4m to £21.6m, 
although sales edged ahead 
marginally to £8n.7ra. - 

Habitat was substantially 
Bhalren up ar^ri its heart nfflra 
was reduced from 350 people to 
120. Even so, the chain lost 
£UL9m (£8-9m> although most 
of the losses occurred in the 
first half . 

The speciality retailing divi- 
sion recorded a mixed perfor- 
mance but operating profits 
fen from £l&7m to £&5m. 

Earnings per share, exclu- 
ding exceptional items, fen to 
3.7P (S.lp). The total dividend 
was maintained at Sp - after a 
final of 2£p - reflecting the 
strong balance sheet 

•COMMENT 

The Storehouse story sounds 
simple. After some fairly bru- 
tal - but badly 


restructuring of its operations, 
the company is now clearly 
focused on five businesses in 
which it fully prepared to 
invest The accountants have 
seemingly done their stuff; it is 
now up to the retailers to sell 
themselves back into prosper- 
ity. But Storehouse's troubled 
legacy and the current terrible 
trading conditions suggest the 
company still has a very long 
way to run. The end of the 
recession is nowhere to be 
seen, the cost pressures fa the 
business are about to escalate 
and the competition from the 
likes of Marks and Spencer will 
only intensify. Storehouse’s 
merits as a recovery play are 
wearing rather thtn consider- 
ing there is no recovery In 
sight. This year pre-tax profits 
may amount to £I5m potting 
the company on a largely irrel- 
evant prospective multiple of 
38. The shares are to some 
extent underpinned by the div- 
idend yield and asset backing 
but nevertheless look set to 
disappoint in the short-run. 


Gerrard & National rises 42% 


By David LaaceHos, Banking Editor 


GERRARD & National 
Holdings, the City ct London 
financial services and discount 
house group, lifted , profits by 
42 per cent in the year to April 
5, but the increase came 
mainly from D o n-traditio nal 
businesses. 

Net TffD fl t WSB V.IO. 13m UD 

from £8-52m. The final divi- 
dend is 14£p, lifting the total 
from Up to 20.5p. 

Mr Brian Williamson, chair- 
man, said the discount house 
business, which trades bills, 
had not made money despite 
the fan in base rates from 15 
per cart to 12£ per cent over 
the period, ms was became 


the price gains from rate 
reductions were discounted 
well in advance by the market 
Suggestions that Gerrard 
hwt mde large profits out of 
l of tf October's entry fatn the 
ERM by the ETCwere also 
wrong, he »»m 
P rofits had come from diver- 
sified activities in the deriva- 
tive markets, gilbedged market 
raridng, and GN1, the 70 per 
centawned futures and options 
broker where taxed profits rose 
by nearly 30 per cent to £24702. 
Gerrard Vivian Gray, the 

«rfnrlrh r ft irin«y subsidiary, made 

an overall loss fa the year to 
January 25, though it had since 


returned to 

Gerrard also announced the 
acquisition yesterday of LM 
(Moneybrokers) from Exco 
International- LM specialises in 
stock lending and has a net 
asset value of £15ra. In its lat- 
est financial year it earned £4m 
before tax. The consideration 1 b 
giastn cash plus Elm a year 
for the next three years. 

Mr Williamson said the 
acquisition framed part of the 
group's strategy of investing 
its capital fa promising mar- 
kets. He stressed that Gerrard 
was steadily di vers i fying away 
from its discount house ori- 
gins. 


Receivers go in 
at Westerly 

Westerly, the yacht building 
«nd shoe, manufacturing group, 
was ye s terday put in adminis- 
trative receivership, writes 
David Churchill. 

This follows the decision ear- 
lier in the week to appoint 
administrative - -receivezs~~at 
Westerly Yachts, its boat build- 
ing subsidiary. Last week it 
stopped production of its lux- 
ury yachts following a slump 
to dwmaud aara result of the 
recession and the increase in 
VAT to 175 per cent. 

The decision to appoint 
administrators, from Price 
Waterhouse, followed the fail- 
ure of last rninute talks 
between Westerly- and its bank- 
ers, far.lnrilng Barclays which 
was seeking repayment of a 
£25m overdr aft 


Depressed demand cuts 
Acatos to £2.8m 


By Mlchlyo Nakamoto - 

'TAXABLE, profits at Acato6 ft 
Hutcheson, the edible oils and 
fats group, fan to £2£m to the 
six months to March 31, 
against -£8m in the comparable- 
period-- • - ■- . • • r. - 

The result was struck on 
lower turnover of £115.74m 
(£140. 89m) and compares 
favourably with the company’s 
performance in the second half 
of 1990, when pre-tax profit 
stomped to £1 ,2m. 

There was an extraordinary 
item of £300,000 resulting from 
its decision to terminate its 
involvement to Madsa, a joint 
venture fa Spain. 

After conclusion of the joint 
venture, the group saw a £2An 


surplus arising against a £6 3m 
provision made fa September 
1990. -Of that sum, £L9m is 
being used to repay a loan. 

Acatos had to abandon plans 
to go private last year after 
agreement with a potential 
equity investor fell through in 
November. The shares yester- 
day closed up 2p at 93p. 

The group warned that , tead - 
ing conditions remained diffi- 
cult as high UK Interest rates 
depressed demand and the 
strength of sterling hampered 
the group’s price competitive- 
ness fa the face of imports. 

Earnings per share rose to 
5Jp (5p) and the Interim divi- 
dend is unchanged at L75p. 


,-r v / 


Preliminary Announcement 

of Results for the 

year ended 31 March 1991 
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“Commitment to quality 

emphasis on efficiency ” 

• Pre rax profits and e.p.5. up over 12% 

• 14*8% increase in dividends for the year 

• Investment of £255tn 

Final Dividend per Share 11 m 8p 


Summary. of Preliminary Results 


m 

1990 

• . - . 

Pro forma 

Turnover 

. £388-9m . 

£354-7m . 

Profit before tax 

£114-1 id 

£101-3m 

Earnings per share 
Dividends 

52-2p 

46-5p 

—Interim . 

5-9p 


— Final 

U*8p 


* -• 

' 17-7p 

15-42p 

Investment 

£255m . 

£189m - 


Copies of the Annual Report and Accounts will be posted to 
sharehotdere to eady jidy. lf you would tike a copy please 
write to: The Company Secretary, Yorkshire Wuer pic, 
2 The Embankment, Sovereign Street, Leeds LSI 4BG. 


Brent 
Walker 
aims for 
June target 

By Maggie Urry 

BRENT WALKER, the leisure 
group negotiating a refinanc- 
ing with its banks, has effec- 
tively set itself a deadline of 
June 6 to agree proposals for a 
restructuring of its balance 
sheet 

It that holders of 

93 per cent by value of its 
£10L9m convertible bond bad 
agreed to the postponement of 
the interest payment due yes- 
terday until June 6 “to proride 
the company with an opportu- 
nity to determine the precise 
t ar i n g of tto restructuring to 
be put to b on dh o lders.” 

In order to put terms to the 
bondholders the group will 
have had to finalise the 
re structurin g. This is intended 
to raw*** the its finances to its 
longer term trading position, 
and is expected to involve 
asset disposals. Currently the 
company’s operating profits do 
not cover the interest payable 
on its £L5bn of debt. 

Bankers involved In the 
talks aafrt it was possible that 
the restruc t uring could be tied 
up by the deedfine. However, 
they noted that the group had 
missed other deadlines, nota- 
bly when the convertible bond 
was issued last November, at 
the time a temporary refinanc- 
ing was agreed with the 
group’s 60 or so banks. 

Bankers said talks so far 
hart gnma well, although there 
was still a wide gap between 
the business plan Brent 
Walker had submitted on 
Tuesday and that of the bank- 
ers. Leading lenders remained 
optimis tic that the gro up’s 
survival could be ensured. 

Holders of £944m worth of 
tiie bonds agreed to wait for 
their interest, while investors 
in the remaining bonds wore 
paid their interest yesterday, 
costing about £450.000. 

The statement was issued 
after the stock market dosed 
with Brent Walker shares 
unchanged at 28p and the 
bonds quoted at 53 per cent of 
their par Issue price. Yester- 
day’s Interest payment on the 
bonds, which should pay 13 
per cent each year, was the 
first due since their issue. 

Although the bonds were 
offered to all Brent Walker 
shareholders, only 254 took 
them up - investing £510,000. 

Mr- George Walker, chifef ' 
executive of the pubs, betting, 
leisure development and prop- 
erty group, and his family 
bought £29jm worth of the 
issue. He also helped to line up 
other buyers. 

These Included Jefferson 
Snmrfit, the Irish-based paper 
and packaging group, and its 
chairman Mr M icha e l Smurfit 
who together took £25m- 

Svenska International, erne 
of the leading lenders to Brent 
Walker and a member of the 
steering committee of Brent 
Walker’s banks, took £l6m. 


Creditors hope to sight a phoenix 

Richard Waters on criticisms facing Polly Peck’s administrators 

A; 


LEXANDRA PALACE, 
the late Victorian plea- 
su redome that domi- 
nates much of the north Lon- 
don skyline, is no stranger to 
financial disaster. A commer- 
cial white elephant since the 
day it was built, its fire-dam- 

aged bulk has just cost £6lm to 

reconstruct - much of it 
financed by debt What better 
meeting-place for creditors of 
Polly Peck International, who 
will gather today to hear if 
(and when) they can hope to 
recover the more than £lbn 
owed by the group? 

Ally Pally is tLkely to witness 
some fierce debate. Many credi- 
tors and shareholders of Polly 
Peck, the fresh fruit and elec- 
tronics group that went into 
administration last autumn, 
are unhappy with the way the 
insolvency has been bandied so 
far, and are likely to make 
their views felt at what is the 
first fall-scale meeting to have 
been 

The complaints fall into two 
camps. First, some creditors 
are impatient at the thought of 
waiting years to get any money 
back, and question why Polly 
Peck's assets cannot be real- 
ised sooner. Second, many feel 
that the administrators have 
failed to keep sufficiently 
informed of what has been 
going on, and that their report 
to creditors two weeks ago con- 
tained little new information 
about the group. 

Mr Michael Jordan, the Cork 
Gully senior partner who has 
led the administration, is forth- 
right about the first complaint 
“The business co mmuni ty 
doesn't appreciate what reha- 
bilitation is all about,” he sa i d . 
“They all think administration 
is just another form of liquida- 
tion, but it isn't” 

The administrators* job is to 
keep the business afloat and 
develop its various businesses, 
rather than liquidate it as soon 
as possible, he said. Their 
report has already spelt out the 
possible disastrous conse- 

a uences of an immediate liqui- 
ation: a recovery of only 20p 
in the pound, compared with 
more than SOp in the longer 
term if the group is kept afloat 
Some creditors have 
suggested that the figure of 20p 



Alan Harper 

Michael Jordan, Left, and Richard Stone, administrators likely to face a stormy meeting 


is unduly pessimistic ha^ 
been advanced to browbeat the 
creditors into backing the 
administrators. One large cred- 
itor, who declined to be named, 
said yesterday: “The adminis- 
tration is consuming a lot of 
cash. They keep saying, give us 
time. Maybe I accept what they 
are saying at this stage, but we 
can’t wait another six months 
without them achieving any- 
thing apart from the sale of a 
few antiques.” 

Despite the anxiety fa some 
quarters, though, there was 
general agreement yesterday 
that the administrators would 
get sufficient support to keep 
the group afloat, at least for 
the tim» being. 

Warburg Soditic, the Swiss 
arm of SG Warburg, which 
organised SFrCOOm (£240m) of 
bond issues for Polly Peck and 
so speaks for a large number of 
creditors, said yesterday: 
“There's always frustration 
when people lose money. But 
these things take time - it’s 
nothing compared to the time a 
chapter 11 can take in the US." 

There will be little today to 
assuage creditors’ second com- 
plaint - that too little infor- 
mation has been released by 
the administrators. Creditors 


have been told that £959m of 
Polly Peck group money has 
been lent to its Turkish and 
northern Cypriot operations. 
But they have been given no 
information at all about how 
much of it may be recovered, 
of even what assets there ore 
in the eastern Mediterranean. 

Since early this year, an 
faj unction obtained by direc- 
tors of Unipac and S unzest 
Trading, two Polly Peck sub- 
sidiaries on the island, has 
effectively barred the adminis- 
trators from gaining access to 
the Cypriot operations. Negoti- 
ation with the directors' law- 
yer, Mr Mentes Aziz, and the 
apparent support of the north- 
ern Cypriot and Turkish 
authorities, may now have 
eased the problem. 

From what is already known 
of Polly Peck's assets on the 
island, it owns one completed 
hotel and several under con- 
struction. 

Polly Peck's other Cypriot 
operations consist of a fruit 
export company (Sunzest) and 
a cardboard box manufacturer 
(Unipac). 

It is expected that some new 
information about assets in 
Cyprus will be revealed today, 
although not enough to explain 


the huge cash outflows to the 
area in recent years. 

The administrators’ hands 
are tied in large part by a legal 
agreement with Mr Mentes 
Aziz under which they have 
agreed not to make any infor- 
mation about the Cypriot situa- 
tion public without prior agree- 
ment 

Creditors will also be asked 
today to decide a tussle 
between institutions 'which 
have been struggling for a 
place on the five-person credi- 
tor committee, which will over- 
see the future progress of the 
administration. The seats are 
likely to go to the leaders of 
bank syndicates, or others who 
can count on substantial credi- 
tor support - Warburg Soditic, 
for instance, said it already 
had proxy votes from holders 
of SFr250m of Polly Peck's 
bonds. 

Mr Jordan says he would 
like to see at least one institu- 
tional shareholder on a ten- 
member advisory committee to 
be appointed today. That way, 
shareholders who have seen 
their £2bn company reduced to 
rubble will at least be able to 
walk away from Alexandra 
Palace feeling it hasn't all been 
in train. 


Tace showdown with institutions set for June 19 


By Andrew Bolger 

TACE, ^the-^ environmental 
control equipment group, yes- 
terday set June 19 for its show- 
down with two institutional 
shareholders - Norwich Union 
and Framlington - which 
wish to install a new board. 

Sir David Nicholson, Tace 
chairman, regretted that 
attempts to reach a compro- 
mise had been rejected. 

However, Tace further polar- 
ised the situation by announc- 
ing the appointment as a non- 
executive director of Mr Bob 
Morton, who holds a 5 per cent 
stake through his company 


Southwind.- --- 

Mr Morton’s appointment 
will be unwelcome to the two 
institutions and if shareholders 
support the resolutions they 
have tabled Mr Morton would 
be turned out with the rest of 
the board, including Sir David. 

The institutions, which last 
year ousted Mr Jock Macken- 
zie, the group's founder, want 
a board led by Mr Michael 
Beckett, who quit fa April after 


clashing with Sir David. 

Mr Dick Richardson, Tace's 
manag in g director, said plans 
for a capital reconstruction 
and rights issue had been “put 
on the back burner” until the 
board’s future was resolved. 

He said Mr Morton had been 
one of several people willing to 
underwrite the proposed rights 
issue, but would not now be 
able to do so as a director. 

In a letter to shareholders, 


Sir David said: "Norwich 
Union appears to see this as a 
test case for investor protec- 
tion and corporate governance. 
It is nothing of the kind. It is 
the attempt of one very power- 
ful institution holding only 5 
per cent of your company to 
impose on this board its own 
nominee, Mr Beckett, as chair- 
man. when in the circum- 
stances the board does not 
regard Mr Beckett as suitable.” 


Takare plans debenture 
placing to raise £15.75m 


By Jana Fuller 

TAKARE, the nursing home 
group, Is raising £15. 75m to 
fund its rapid expansion by 
placing debenture stock. 

Mr Keith Bradshaw, chair- 
man, said the group had more 
than 3,000 beds in use or in 
nnifca being bnfit, and by the 
end of this year the figure 
would pass 4.000. Its plan is to 
keep growing at a rate of 1,000 
to L200 beds annually. 

Takare has expanded from 
about 600 beds at the end of 
1988, the year it joined the 
Third Market In 1989, when it 
moved up to the main mar ket, 
it raised £2lm via a rights 
issue and debenture stock plac- 
ing. Last summer, a share plac- 


ing pulled in £i8£m. 

Mr Hamilton An stead, 
finance director, said that 
before the latest money-raising 
move, net debt stood at about 
£20m, giving gearing of 40 per 
cent. The debenture stock, 
yielding 12J5 per cent, would be 
used to replace short-term bor- 
rowings. 

After spending £32m on 
building last year, a farther 
£30m-£38m would be absorbed 
this year and borrowings 
would rise to £40m. 

Takare made a pre-tax profit 
of £4.4m (£2JL5m) on turnover 
of £14J)m (£8Jm) in 1990. 

The share price rose 3p to 
137p yesterday. 


DIVIDENDS ANNOUNCED 




Current 

payment 

Dale of 
payment 

Correa - 
ponding 
dividend 

Total 

for 

year 

Total 

Inst 

year 

AcatoalHulcfNMon — Int 

1.75 

July 22 

1.75 

- 

3-fi 

AMow Stream On 

2 

July 22 

4 

4 

5 

Archer (AJ) 

int 

3.15 

Aug 15 

3.15 

- 

8.4 


—fin 

15 

July 11 

nil 

1.5 

nil 

BrfrSsh Telecom _ 

—tin 

8.05 

Sept 11 

7.15 

13.3 

11.8 

Dobson Park ........ 

—Int 

1.9 

Aug 12 

1.9 

- 

5.75 

Fleming High Inc- 

— Mu 

1.45 

July 1 

1-35 

5,76 

525 

Garrard ft Nall — 

—flu 

14.5 

July 1 

18 

20.5 

19 

norland 

—int 

2,17 

July 12 

1.87 

- 

6.45 

Ptyeu 

—fin 

3.15 

July 18 

2S 

4.S 

3-5 

Storehouse 

—fin 

2J5 

Aug 15 

2S 

5 

5 

Thames TV — 

—fin 

10.85 

July 31 

8.85 

16 

12* 

Tiknoco 

—fin 

0.8 

July 31 

0.8 

1.4 

1.4 

Warner Estate — 

—Int 

3.25 

July 12 

3 

- 

9 

WesSmry 

-fin 

5.75 

July 19 

5.75 

9 

9 

WhHbread 

—fin 

12 

July 26 

11 

153 

14.8 

Yorkshire Wirier — tin 

11.8 

Oct 1 

1028 

17.7 

1028 

Young Brewery fin 

7 

July 9 

6 

13 

115 


Dividends shown pence per share net except where otherwise stated, 
ffor nine months. 


[ COMMERZBANK OVERSEAS FINANCE N.V. 
UJSjS 100,000,000 Floating Rate Notes Due 1995 

bi accordance with the provisions of the Notes notice Is hereby 
given that for the six months period from May 23. 1991 to Novem- 
ber 25 . 1891 the Notes will carry an Interest rate of 19X per annum 
with a coupon amount of U.S.$ 516.67 on U-SLS 10,000 and 
UBB 2£83£3 on UBA 50,000. 
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Frsnkfurt/Main. May 1991 

COMMERZBANK Jit 


NOTICE OF REDEMPTION TO THE HOLDERS OF 


ENTE NAZJONALE PER L'ENERGIA EUCTTRICA 

(E.H.E.L) 

(the “Company”) 

U.S. $100,000,000 
9 1/2% Debentures due 1995 
Guaranteed by the Republic of Italy 


hlOnCE IS HEREBY GIVEN, tlvu. as permitted by Condition 5(c) of the Fiscal Agency Agreement dated June 23, 
1980 of the Debentures, the following Debentures in the aggregate principal amount of US. 511,300,000 have been 
drawn for redemption on July 1, 1991 (the ‘Redemption Date”) at the redemption price (the "Redemption Price") of 
100% of the principal amount thereof: 


SERIAL NUMBERS OF THE DEBENTURES CALLED FOR REDEMPTION 


25M 

2S7S 

2583 

2591 

2595 

2599 

2604 

2615 

262* 

2629 

2o83 

2698 

2nn 

2712 

2713 

2714 

27IS 

2716 

2720 

7739 

2734 

Z741 

2751 

2754 

2759 

2769 

2777 

2785 

2748 

2791 

2795 

2796 

2798 

2799 

2800 

2801 

2809 

2805 

2809 

2810 

2811 

2818 

2822 

2826 

2814 

2837 

2S41 

2850 

2152 

2853 

2864 

3668 

3672 

3677 

3681 

3699 


3708 

3710 

3713 

3728 

3736 

3737 

3738 

373* 

3743 

3747 

3757 

377* 

3783 

3784 

3785 

3787 

3789 

37V9 

3800 

3812 

3816 

3819 

3821 

3822 

3825 

MU 

1830 

3832 

3834 

3840 

3858 

3863 

3868 

3883 

3898 

3900 

3932 

3940 

3W3 

3945 

3954 

3957 

3991 

3992 

3993 

3»6 

3999 

4002 

4010 

4016 

4017 

4018 

4022 

4026 

4028 

4031 

4032 

4039 

400 

4042 

*045 

4048 

4052 

4056 

4063 

4064 

*068 

4078 

4079 

4087 

4098 

4108 

4113 

4114 

4118 

4126 

4128 

4133 

4134 

4135 

4137 

4140 

4143 

4145 

4148 

4149 

4152 

+161 

4165 

4176 

4178 

4179 

4181 

4183 

41B7 

4192 

«Ztl 

4223 

4225 

4226 

4236 

*239 

424S 

42*7 

4258 

4259 

4261 

42(4 

4268 

4269 

4272 

4273 

4302 

4479 

4490 

4491 

4 *93 

4501 

4616 

4617 

4621 

4632 

*633 

4641 

4646 

4650 

4654 

4662 

4667 

4673 

4678 

4681 

4684 

4722 

«72S 

4729 

4730 

4737 

*738 

4743 

<764 

4765 

4777 

<m 

<779 

47*0 

*7157 

4793 

479b 

480 

4809 

4811 

<813 

4827 

4831 

4832 

4837 

4847 

4848 

4860 

4864 

4865 

4866 

4869 

4870 

4888 

4897 

4904 

4912 

4913 

4919 

4922 

4927 

4934 

4836 

*937 

4941 

4942 

49S9 

4961 

4966 

4968 

4974 

4979 

4983 

4*88 

4991 

S009 

5010 

S021 

son 

5024 

5031 

5038 

5043 

5044 

5046 

5048 

5051 

5055 

50S7 

5061 

5063 

5067 

5075 

5080 

5081 

5084 

5087 

5301 

5306 

5310 

5317 

5322 

5324 

5328 

5331 

5332 

5334 

5339 

5341 

5342 

5354 

5360 

5367 

5372 

5380 

5381 

5382 

5395 

5397 

5399 

5413 

5414 

5420 

5428 

5440 

5456 

5458 

5459 

5465 

547S 

5477 

5482 

5491 

5492 

5496 

5502 

5512 

5517 

5518 

S5Z2 

5526 

5538 

5541 

5542 

5543 

5544 

5549 

5558 

5559 

5560 

SS73 

5579 

5582 

S587 

5591 

SS93 

5S94 

5597 

5603 

5610 

5619 

5621 

5623 

3624 

5610 

5632 

5635 

5640 

5641 

564S 

5646 

5649 

5651 

5553 

5656 

5659 

5665 

5682 

5687 

5688 

5693 

5699 

5700 

5734 

5731 

574] 

5752 

5757 

5762 

5769 

5770 

5771 

5776 

5778 

5781 

5790 

5793 

5798 

5801 

5802 

5807 

5810 

5817 

5818 

5820 

5821 

5823 

5828 

5829 

5031 

5836 

5838 

5848 

■5850 

5855 

5859 

5862 

5864 

5868 

5869 

5873 

5838 

£894 

590* 

5907 

591! 

5921 

5936 

5940 

5949 

5957 

59S9 

5966 

5971 

5973 

5974 

5«S8 

5992 

5998 

6001 

6002 

6008 

6033 

6034 

6037 

8043 

6046 

6048 

6064 

4069 

6077 

6079 

6081 

6089 

6091 

6092 

6094 

6101 

6104 

610b 

6109 

6119 

6138 

6147 

6161 

6172 

6174 

6175 

6178 

6191 

6194 

6199 

6201 

6206 

6211 

6218 

6223 

6228 

6232 

6243 

US* 

62S9 

tM.* 

6264 

6265 

6266 

6269 

6274 

6275 

6278 

6287 

6298 

6100 

630 

6306 

6307 

6310 

6312 

6313 

6314 

6315 

6316 

6324 

6139 

6347 


6362 

6367 

6379 

6383 

6384 

6394 

6401 

6*02 

6406 

6409 

6411 

6419 

6422 

6424 

6428 

6442 

6445 

6449 

6451 

MSt 

6459 

6462 

6463 

6464 

6468 

6470 

6471 

6474 

6478 

6479 

6482 

6484 

6486 

6489 

6495 

6502 

6516 

6517 

6525 

6529 

6430 

6534 

6535 

6536 

6640 

65*5 

6547 

6550 

6556 

6557 

6560 

6565 

6574 

on 

450 

6589 

6593 

6594 

6597 

6599 

C4CQ 

6607 

6613 

6614 

6617 

6621 

6631 

6632 

6633 

6636 

6644 

6646 

6651 

6657 

6662 


6664 

6648 

6677 

6678 

ten 

6681 

6682 

6692 

AMM 

UU8U 

6701 

6711 

6712 

6719 

6730 

6748 

6749 

6750 

S7S4 

6756 

6758 

6763 

4768 

6774 

077 

6787 

6288 

6796 

6807 

6814 

6816 

6823 

B842 

6843 

6844 

6S49 

6850 

6861 

6163 

6865 

6868 

6880 

6886 

6M1 

6192 

68*5 

6898 

6905 

6906 

(AOS 

MtQ 

(W12 

MU 

IdlB 

«n« 

W!6 

6831 

6940 

6945 

6852 

6953 

6957 

6958 

6963 

696+ 

6965 

6967 

6974 

6977 

6981 

6983 

6985 

6988 

6996 

7002 

7007 

7009 

7011 

7DI6 

7020 

9027 

7028 

7029 

7032 

7039 

7040 

7045 

7047 

7057 

2065 

7070 

TOTS 

706 

7080 

7081 

7083 

7092 

7097 

7099 

71 00 

7102 

710S 

7112 

7113 

7115 

7117 

7118 

7128 

7130 

7136 

7140 

7143 

7151 

7152 

7158 

71S9 

7167 

7148 

7182 

7184 

7401 

7406 

7*12 

7413 

7417 

7418 

7419 

742S 

7426 

7427 

7431 

7437 

7442 

7443 

7447 

7449 

7450 

7456 

7458 

7463 

746* 

7465 

7471 

7472 

7474 

7479 

7480 

7491 

7477 

7498 

7503 

7506 

7506 

7509 

7511 

7512 

7514 

7519 

7523 

7524 

7530 

7534 

7535 

7536 

7537 

7539 

7542 

75+6 

7547 

7549 

7552 

7556 

755B 

7559 

7545 

7S51 

7582 

7583 

7586 

7589 

75*1 

7597 

7600 

7601 

7613 

7618 

7619 

762 2 

7627 

7632 

7634 

7636 

7637 

7638 

760 

7644 

7645 

7658 

7659 

7670 

7671 

7677 

7679 

7680 

7683 

7698 

7699 

7709 

7717 

7726 

7735 

7748 

7754 

7755 

7757 

7758 

7763 

7774 

7783 

7783 

77B8 

7791 

77*9 

7802 

7806 

7811 

7112 

7816 

7820 

7827 

7824 

7828 

7831 

7836 

7837 

7838 

7851 

7853 

7836 

7858 

7866 

7869 

7882 

7893 

7895 

7896 

7997 

7900 

7906 

3911 

7*12 

7913 

7*14 

7919 

7923 

7930 

7*33 

7936 

7943 

7956 

7964 

7V65 

7971 

7977 

7979 

7980 

7986 

1W5 

8011 

SOU 

8056 

8080 

8087 

>091 

8072 

*093 

8097 

8106 

Bill 

8115 

8121 

8123 

813* 

81*0 

8150 

# **ra# 

8K52 

8154 

si 

8170 

■171 

8206 

8209 

8210 

8211 

8212 

8216 

8218 

8227 

8233 

8243 

8247 

8258 

8268 

8270 

8273 

8279 

KOI 

8289 

8295 

8297 

8300 

8312 

S324 

8328 

8330 

8337 

8318 

8340 

8341 

S345 

8346 

8318 

BJS1 

8359 

8940 

ota 

8363 

8364 

8368 

8377 

8379 

8380 

8381 

8382 

8383 

8391 

K397 

8399 

8403 

8405 

8414 

8415 

5422 

8457 

8453 

8458 

8443 

8467 

8471 

5+76 

8484 

8485 

0501 

8503 

8505 

8507 

8511 

8515 

ssi a 

0519 

6522 

KN 

8526 

8534 

8546 

8548 

8553 

0555 

8559 

8S67 

8571 

8575 

BS77 

8580 

SS81 

5582 

8595 

S596 

0597 

8601 


8407 

8608 

8612 

■619 

8(01 

8627 

8635 

8637 

8646 

8649 

8655 

8657 

6665 

8666 

8668 

8669 

8677 

■UJU 

•wo 

JUJIE 

8487 

8695 

8698 

8699 

8709 

8711 

012 

8713 

8714 

8716 

8717 

8727 

8730 

8731 

8734 

8735 

8736 

■■era 

8739 

IWMl 

B71? 

8744 

87S6 

8763 

8766 

8769 

8794 

8795 

8797 

8802 

8809 

8811 

8812 

8816 

8817 

8825 

8829 

4813 

5M1 


8843 

8846 

8850 

8856 

8859 

8861 

8862 

8865 

806 

8880 

8883 

8884 

6890 

8891 

8898 

8905 

8909 

5911 

inn 

8919 

8924 

8932 

8995 

am 

8943 

8950 

aesi 

8953 

8958 

8961 


8967 

8973 

8977 

8983 

8984 

59fl7 

MOT 

8996 

8998 

90(7 

9050 

9057 

904 

9077 

9079 

9081 

9098 

91(0 

9104 

91 06 

9109 

9112 

9116 

9119 

9l2ti 

ur w I 

*141 

9151 

9160 

9174 

9175 

9176 

9180 

9166 

910 

*196 

9204 

9206 

9220 

9221 

9224 

9227 

9237 

9241 

njq 

9347 

9256 

9264 

9272 

9290 

9293 

9294 

9297 

9302 

9301 

*305 

930* 

9312 

9329 

9347 

9351 

9356 

9363 

OVA 

9374 

9377 

9382 

9387 

9990 

9400 

940 

9411 

*412 

9416 

9418 

9420 

9422 

9424 

9430 

9432 

9434 

9435 

QftM 

9449 

9457 

9+44 

9470 

9475 

9484 

940 

9934 

9942 

*943 

9*47 

9*49 

9950 

*954 

9956 

9960 

9*62 

9964 

1 eiJU 

990 

9969 

9970 

9977 

9983 

9985 

9986 

99*3 

9997 

9998 











Payment of ^ Jtedonption Price will be made on or after July 1, 199) upon presentation and surrender of the 
Debentures called for redemption, together with all coupons appertaining thereto maturing after July 1, 1991 at the 
Corporate Trust Office of the Bank of Tokyo Trust Company In New York Qty, 100 Broad wav. New York, NY 10005 

sissaMssri^^ 

FromandaftertheRedempdon Da ic.interest on the Debentures to be redeemed win cease toaccruoand aBitfupoiis 
maturing after July 1, 1991 shall become void. The coupon for the Interest payable on July 1, 1 991 should be detadied 
and presented in die isual manner atthespeafied offireofany Paying Agent Alter the Redemption Dale, Debentures 

in the aggregate principal amount of U5. 530,900.000 will remain outstanding _ 

Bite Nazkjnale Per i'Energia Electtrca 


Dated: May 24 , 1991 


By: The Bank of Tokyo Trust Company 

as Fiscal Agent 
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UK COMPANY NEWS 


Yorkshire Water ahead of 
expectations with £114m 


By Clare Pearson 

YORKSHIRE Water yesterday 
underlined its determination 
not to encourage a dividend 
race as it kicked off the 
reporting season for the 
sector. 

Sir Gordon Jones, chairman, 
announced a final payment of 
11.8p. bolding the annual 
Increase at 14.8 per cent to 
17.7p for the year. He stressed 
the company’s commitment to 
a "progressive medium term” 
dividend policy. 

Pre-tax profits for the year to 
March 31 came out at the 
higher end of market expecta- 
tions at £ 114.1m (£10L3m). 

Turnover was £388.9m 
(£354. 7m) and earnings per 
share KL2p (4&5p). 

Sir Gordon said overall 
increases in charges for 1991-92 
were about 13 per cent, just 
below the permitted rnaTimnTn 


for Yorkshire and the lowest 
for the 10 companies. 

The company was slightly 
ahead of schedule on its 
£2£bn 10-year capital expendi- 
ture programme, having 
sharply increased spending 
from £180m to £255m. The pro- 
file of the programme meant 
that spending would now 
remain at current levels. 

Yorkshire continued to put a 
high emphasis on raising effi- 
ciency. Efforts last year 
included a reorganisation 
which would eliminate 170 
Jobs. Operating costs rose 
by 8 per cent to £282. 9m 
(£262. lm). 

The company said the 
adverse impact of the recession 
on revenues was no more than 
£3m. But it had increased bad 
debt provisions in real terms 
for the first time in six years. 


The drought had also created 
cost pressures. 

Factors beneficial to costs 
included negotiation of new 
electricity tariffs, the switch to 
the uniform business rate and 
lower-than-expected charges 
for civil engineering and tun- 
nelling. High interest rates 
benefited net interest receiv- 
able of £80m (£8.7m)- 

The enterprise division, 
which comprises Yorkshire's 
non-core activities such as lab- 
oratories and engineering, con- 
tributed £7Jm to t urnove r. 

The comparisons are with 
pro forma figures for 198940, 
during which period the water 
companies were privatised. 
The actual reported figures for 
that year were: pre-tax profits 
£57. 7m, operating profits 
£94.4m, and the dividend pay- 
ment 10.28p. 


36% setback for Dobson Park 


By Andrew Bolger 

DOBSON PARK Industries, the 
mining equipment, industrial 
electronics and toys group, 
blamed difficult trading condi- 
tions for a 38 per decline in 
pre-tax profits, from £1 0.16m to 
£&53m, for the six months to 
March 3a 

Turnover dropped by 12 per 
cent to £114.17Izl Earning s per 
share fell 40 per cent to 3.52p 
(S£7p) but the interim dividend 
is maintained at L9p. 

Mr Gordon Mflr g h a H| chair- 
man, said the lower sales lev- 
els, particularly in the Indus- 
trial electronics, power tools 
and toys divisions, illustrated 
recessionary conditions in both 
the UK and US, although 
European markets were still 


buoyant 

The deterioration in mining 
equipment operating profits to 
£2.07m, compared with £4. 16m, 
resulted from lower level of UK 
demand, partly offset by an 
increase in overseas business, 
and rationalisation costs of 
about film. 

Overall restructuring costs 
rose from £100,000 to £L3m. In 
the past six months, the group 
has shed about 580 jobs. 

Property and investment 
management profits of £456,000 
were down from last year's 
exceptional £1.4m which fol- 
lowed the sale of a factory in 
Ealing. Interest payable fell 
from £121in to £378,000. 

Further measures were 


being takpn to cut manufactur- 
ing activities to match current 
volume expectations. In partic- 
ular, the Britalns toy site in 
Walthamstow, north London, 
would be closed before the end 
of the calendar year, with the 
loss of a fhrther 200 jobs, and 
its manufacturing activities 
transferred to the Petite fac- 
tory in Nottingham. 

Mr Marshall said there had 
been few detectable signs yet 
of any recovery in general 
business levels. However, 
because of more mining equip- 
ment contracts and the sea- 
sonal nature of the toys busi- 
ness, he was looking forward 
to an improvement in the sec- 
ond tiaW 


Airflow Streamlines declines by 62% 


TAXABLE PROFITS at Airflow 
Streamlines, the Northampton- 
based vehicle cab manufac- 
turer and Ford main dealer, 
dived by 62 per cent over the 12 
months to February 28. The 
final distribution is halved. 

The fall In profits - from 
£3 .2m to £ 1.22m - came on 
turnover virtually static at 
£65. 18m (£68J4m). 

Directors said that already 
reduced demand for cab assem- 


blies worsened during the sec- 
ond half and substantial redun- 
dancy costs were incurred. The 
situation was “severely com- 
pounded" by the deferred intro- 
duction of a new product line. 
Overall, the manufacturing 
division saw profits fall from 
£L87m to £726,000. 

Declining demand also 
affected the Ford and Iveco 
dealerships with profits in the 
motor division down to 


£490,000 against £L33m. 

On prospects the company 
said that demand for cab 
assemblies remained at a low 
level and the sale of new cars 
and trucks was affected by the 
recession, however other activ- 
ities of the motor division con- 
tinued to be satisfactory. 

i*arning« per share were 
837p, down from 2&£2p, and 
the final dividend is halved to 
2p for a total of 4p (6p). 


Regulator’s shadow over season of results 

Clare Pearson reports on a warning to bear in mind the duty to customers 


M R IAN Byatt, director 
general of the Office 
of Water Services, 
cast a shadow over the sector 
yesterday as what is expected 
to be a bumper results season 
for the 10 companies began. 

While Yorkshire Water was 
announcing a 13 per cent 
increase in a n nual pre-tax prof- 
its, Mr Byatt was dispatching a 
letter to the companies point- 
ing out the risks of unexpect- 
edly high Increases in divi- 
dends and profits. 

The letter warned that- “If 
companies were to _ pay out 
dividends above those antici- 
pated when the K factors were 
set they would need to be 
ready to answer pointed ques- 
tions from customers and from 
the regulator.” 

He noted that the rise in 
inflation since the regulatory 
regime was created in 1989 had 
presented "problems for cus- 
tomers.” He said that when 
bills were rising rapidly, "cus- 
tomers will not expect compa- 
nies to make unnecessarily 
high profits ... and pay out 
excessive dividends.” 

The letter was the clearest 
indication yet of Mr Byatt ’s 
stance, although it followed 
some heavy bints of his grow- 
ing concern about the implica- 
tions for customers of the 
companies' buoyant profitabil- 
ity. 

It comes as the companies 
find themselves in the poten- 
tially embarrassing situation of 


having introduced charge 
increases averaging about 15 
per emit this year, while plum- 
m ettfng inflation is pushing 
down costs. 

Yorkshire Water, the first 
company to report, has 
adopted a circumspect 
approach to what looked, at 
the interim stage, like a divi- 
dend race. But much bigger 
rises than Yorkshire’s 148 per 
cent are expected from other 
companies over the next few 
weeks. 

Behind their apparent gener- 
osity is a sharp improvement 
in profitability over that expec- 
ted in 1989 when the regulatory 
system was created. 

The key tool in this regime 
is the Recalled K factor, part of 
a formula by which each com- 
pany is allowed to raise 
charges above the rate of infla- 
tion annually over the next 10 
years, so that they can handle 
their massive capital expendi- 
ture programmes to meet 
improved standards. 

Mr Lakis A thanario o, water 
analyst at UBS Phillips & 
Drew, believes that the pre-tax 
profits the companies 
announce for the year to end- 
March axe likely to be on aver- 
age 20 per cent higher (ban 
envisaged in the K negotia- 
tions. 

Part of that out-performance 
can be attributed to changed 
economic conditions: the bene- 
fit of higher interest rates on 
cash balances and the reces- 
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Dividend growth in the 
water sector 

Forecast annual increases to end 
March 1991. compared 
mo forma ftMJSm - 



stem in the building industry, 
which has contained construc- 
tion costs. 

Meanwhile, higher than 
expected inflation has meant 
fhaf the companies have been 
delivering dividend Increases 
which look extremely good 
compared with the stock mar- 
ket over all- 

But th en , back in the pre*re- 
cessionaiy days of 1989, it was 
thought necessary to factor 
into their structure the ability 
to increase «wn™i dividends 
by about 4 per cent in real 
terms. 

However, the compan ies will 
argue that it is not just favour- 
able fibang gs in economic con- 
ditions that have fuelled prog- 
ress. They say it also reflects 
efficiencies which are genuine 
results of management action. 


How to define such efficien- 
cies Is likely to be at the heart 
of their dgattng g with the regu- 
lator. 

Mr Byatt has a number of 
tools at his disposal to central 
the companies. All the K fac- 
tors come up for review in 1994 
and Mr Byatt is bound to 
change than in the light of 
fv-onfunif; conditions. 

He is also free to make 
n rf j ti atm wwta earlier. For one 
thing, he can reject applica- 
tions from companies for 
so-called cost pass-through 
• Hama; expenditure that could 
not have been anticipated 
at privatisation that can 
be made up for by the cus- 
tomer. 

Additionally, he can put 
pressure on companies to keep 
annual charge increases well 


within the K fact*** - 
thing which they dUf not do 
this year. 

Yesterday's letter hinted 
that he might do just that He 
noted: “If companies » not 
seed to plough back unexpect- 
edly high profits, they may 
wish to consider not fating up 
the whole of their K factor 
when raising prices in April 
1992." 

The threat to the companies 

should xks be exaggerated. 

Whatever he dUL Mr Byatt 
would hardly go so far at to 
ruin their financial health. 
And his letter states that he 
has ho wish to “data? the 
importance of Incen tives hi a 
priceeap regulatory m* 

Inrffyri, new a of his letter 
had no effect on prices of water 
shares . yesterday. They are 
being driven by a broader con- 
^deration about the utilities 
sector. That is the expectation 
that the offer price, to be 
announced next week, for the 
privatisation of the Scottish 
electricity companies will leave 

water companies looking 


Nevertheless, it looks as IT 
the companies themselves 
would be weU-advtsed to apply 
some hard thinking to now 
they might justify where their 
profits are coming from. It fa 
only a month before their 
reports on capital expenditure 
and services, which they are 
required to submit annually, 
are due cm Mr Byatfs desk. 


Miller halved to £10.75m 
after land write-downs 

By James Buxton, Scottish Correspondent 


MILLER GROUP, the 
Edinburgh-based concern 
which is one of the UK's larg- 
est privately-owned construc- 
tion and development compa- 
nies, saw Its pre-tax profits 
halved from £2L54m to £ia75m 
last year. 

In results which Mr James 
Miller, iflurfi-maw, described as 
a little bit disappointing," 
turnover fell 8 per cent to 
£235m (£2S6m). 

Write-downs on land and 
property totalled £5 ,5m this 
time, whereas in 1989 Miller 
had benefited from the sale of 
properties at favourable prices, 

The company said that con- 
struction, its largest subsid- 
iary, had suffered from the 


general downturn in orders 
and squeezed contract margins 
within the industry, especially 
in the south of England. It was 
responding in part by develop- 
ing joint ventures with compa- 
nies offering specialist con- 
struction skills. 

Miner Construction was cho- 
sen recently to bund. the £23m 
privately-funded bridge 
between the Scottish mainland 
and the Isle of Skye. 

Mr Miller , the largest share- 
holder in the family controlled 
company, said he thought it 
would be 1992-93 before the 
effect on the construction 
industry of very keen contract 
prices had worked its way 

through 


Agreement on 
BCMB sale 

By David Lascelles, 
Banking Editor 

Administrators of British & 
Commonwealth Merchant 
Rank con fi rmed yesterday that 
they have reached agreement 
in princip le to sell the bank to 
Charterhouse, the merchant 
banking arm of the Royal Bank 
of Scotland. 

They said they hoped to 
exchange contracts by t he end 
of June w ith completion soon 
afterwards. 

If the deal goes through, it is 
expected that BCMB’s deposi- 
tors and other creditors wm be 
repaid in ftdL 

BCMB has OOQrn of stock- 
broker client money which haa 
been frozen. It has been in 

admtniatratinn fast sum- 

mer's collapse of its parent. 


Dutch activities behind 
Plysu’s advance to £7.5m 


By David Owen 

PLYSU, the plastic pac kaging 

and housewares mrtirimw, 
reported record pre-tax profits 
of £7.52m as its Dutch 
operations combined with 
lower Interest costs to offset 
the impact of the UK recession. 

This co m p a red with £5J»lm 
in the year to March 31 1990 
and with £6JB2m the year 
before. Turnover climbed 11 
per cent to £6&27m (£5&58m). 

Plastic bottle activities had a 
more difRenit second half than 
anticipated, partly because of 
Higher polyethylene prices as a 
result of the Gulf war. 

There was also a period of 
shortage when the company 
"could not always be sure cf 
obtaining the optimum grades 


of materi al- The situation is 
now “much improved". 

Houseware business was hit 
by lower consumer demand, 
but this was more than_offset 
by improved efficiency- Dutch 
sales and p rofits were both 
"well ahead" cf fast year, with 
turnover of 

Capital expenditure 
amounted to nftn, mainly on 
farther fiftfog the milk bottle 
capacity, interest costs were 
£L04m (fiUSafa while year-end 
gearing stood at 22 per cent 

Earnings .-per snare were 
lL4p (8.6p). A final dividend of 
3-15p mafcgg a total of 4J5p 


<R5pX 

The 


152p. 


e shares .climbed 9p to 



Results for fourth quarter and year to 31 March, 1991 


Foul tli Quarter 


Full 'fear 


Preliminary 
Results 1990/91 



£m 

Increase 

£m 

Increase 

Tliniover 

3,401 

3.8% 

13,154 

6.8% 

Operating profit 

899 

5^% 

3,531 

10.0% 

Profit before tax 

756 

10.5%* 

3,075 

14^%* 

Profit after tax 

515 

12.4%* 

2,080 

16^%* 

Earnings per ordinary share 

S.6p 

15.6%* 

34.0p 

16.4%* 

Dividends per ordinary 
share (net) 



13.3p 

12.7% 


* Increase bared cm results for 1990 before exceptional charge of £39ftn. 

The accounts from which these non statu t or y results are extracted hare ant yet been filed with the Registrar 
of Companies or reported on by the auditors. 

A final dividend of IL05 pence net per share, if approved at the Annual General Meeting oq 18 July; will ,<^f 
make a total dividend of 13.3 pence net for the yean It will be paid on U September to those 
Bbaiefaddas on the register on 8 August. 199L 
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If you have any queriea as a shirehoWet please call 0345 01050S. Fordsily informatlan on the ST share price 
^ an< I of interest to shareholders generatlx please eaU 0345 010707. Xhi may telephone these numbers 

from anyn-hete in the UK far the price of a local call. 

W/? : ' British Tfelecommunications pic, 81 Newgate Street, London EC1A 7AJ. 
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WOOLWICH 
BUILDING society 


£200,000,000 
Floating Rate Notes 
Due 1995 

In accordance with the terms and 
conditions of the Notes, notice is 
hereby giveo that forthe tree mooth 
mtoeat period Rom (end including) 
22nd May 1991 to (but mr-hwiinpj 
22nd Angnot 1991, the Notes wifi 
cany an interest rate of Ilf} per 
cent, per annum. The relevant 
interest payment d«te will be 22rxi 
August 1991. The coupon amount 
per £10.000 Note will be £294.59 
payable against surrender of 

Coupon No: 22. 

Hambros Bank Limited 
Agent Bank 


RESmJSEQBLTHE YEAR ENPEP 5TH APRH.1981 


ProBt for year after tax 
Total cost of cEvidends 
Disciosed Bhapahokfara' funds 


ML 

£12.128 m 
£ 7S86m 
£94^99m 


129fi 

£ a 523m 
E 7 .2SSm 
£ 88.643m 


GROUP PROHT FOR THE YEAR Group profit for the year ended 5th Apifl 1991 am ou nted to 
£12,12a000 after providing for taxation and minority interest*. Group profit has been strode after a 
modest transfer to inner reserves (1990 no transfer). As described before a provision has steo been 
taken dseetty against inner reserves. 

DMDBtD Afinaldvidandof 1A5 pence (1990 16 pence) is proposed Tfas together with the interin 
dvidend of 6 penm (1990 3 peiKfe}w9 make a total (Attribution of 20^ pence, which represents an 
vwreaseof 78% on 1990. The proposed firni efividendon tiwordtoary 25p shares wi be payatateon 
Monday 1st July 1991 to sharehokieTB on ttieiespstBr at the dose of busness on Friday 14th June 

1991. 

DISCLOSB) SHAREHOLDERS’ FINDS The Group* dfeekwedsharahofcfere’ funds at ShAprfl 1991 
amounted to £94^ mffion compared lo £88-6 mflfion fast year. 

TRADING CONDmONS Durfag our year to 5«iApri1 1991 United Kingdom Ctearing Bank Base Rates 
fel from 15 per oant to 12 per cert. bitiMSrsthaffortfieyesrtteyfBlIvonepercentinonanxNeniera, 
and in the second half of the year by one and a half per cent in three reductions of a half per cent 

Whilst these falls presented favourable traefing concBtions ae cu ral a tinting was important as the 
redjetions were often discounted by the markets wel in advance. 

REVIE W OF O PERATIONS Gerraid & National Limited and Genard & National Securities Limitod, ths 
mariwt making subskfianes. which are eflectiveiy managed as one unit, both traded profitably. Overril 
trad ng profi ts ware buoyant and were evenly spft between the iretand second hag of the finance year 
with proitebetog m^ie in al four quarters. This year a contnbutfcn was also made by Genard & 
National Options Limited which makes markets in Stock Exchange Index futures and options. 

GNJ Limited our 70 % owned subskBary, which operates as a futures and options broker and fund 
manager, benefited from the continued growth in futures and options markets and after tax profits 
increased by nearly 30% to £Z97 mifion. ^ 

j 3 ”* Uniito d- "tockbroking sufariaary, white profitable to the test half of Its yaar 
sicurred tosses sitiie secon d half resuming in an oweiai loss lor the period to 2Sth January 1991 In the 

quarter srce then Genard Vivian Gray has returned lo profitability as Slock Exchange turnover has 
increased and as the toss mating financial services division has been cut Mri <; 

oiaeraikww and Rntondsd lo wfrhdraw from 

to course year we have contxrued to nxi down our commercial banka’ig business. Because of 

^extern of advwse economic contStions and IhecorisequamcHBcufties in obtaktina the reoavmmv 

fiflSSSr The B o^ l .^ 0 on fi damm M »« re » ab8nonMd 

ACQUBITION Last year we abo staled tha we would seek new areas of business if tiwy met 

to , acqufT ! 9 ^ Slock Exchange moneybroking feriness LM 
(Moneybrokars) Limited from Exco international PLC. Details of this aoquisttQn are 

S UMMAR Y 19B0W< waa a auccosalul trKfing year, Funhef rKiugion, in jnima a. ^ 
aAades and aa economK reemwy provst muted rtwukl banalil he mmfa. 

anj^ouMritar nduidmes.wB nl posftforwd to lake advantage of my incraas^MuinonrinMfWn’ 


2fad May 1991 
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Thames TV plunges as 
Exchequer levy soars 
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By Jana Fkriler 

THAMES Television, the 
basest of' the FTV franchises, 
saw pre-tax profit drop to 
£10.07m In 1390 after sharp 
rises in the Exchequer levy 
and redundancy costs. . 

No comparative figures were 
available because Thames pre- 
viously reported for the trine 
months to December 1989. But 
in that period pre-tax profit 
was 2.6 times greater at 
£2&35m. 

Thames, which is 66per cent 
owned by Thom EMI, is facing 
competition for the Xondon 
weekday franchise, serving 
4Jhn homes, from Caiiton Tele- 
vision and CFV-TV. 

Mr Richard Dunn, chief exec- 
utiv e, said the “cbreadftil” isaitw 
Exchequer levy (£12m for nine 
months) was pli™ hi ghia- than 
it would have been under the 
previous method of calculatkm. 


-The switch of emphasis to rev- 
enue, rather than profit, and 
the use of the more booyant 
1989 as a base year had led to 
thehig increase. 

About 300 redundancies ha d 
cost £7.5m (£2mX bringing the 
workfraxe down to 1,450, com- 
pared with a peak of 2^244 In 
1986. A further 200i)lus reduc- 
tion was pliamed. 

Taken with a £L6m fa^e ni w 
.In the bfll for the ITN news 
service, after accounting errors 
at ITN, these three charges 
knocked about glBm off profit, 
Mr Dunn add. 

Advertising revenue had. 
declined since August and 
Thames' share of networ k reve- 
nue fell to 162 . per cent <15.7 
per cent), hr the first quarter 
the network total was down &8 
per cent, whfie Thames’ share 
improved to 15.5 per cent 


Depressed motor sales 
trim Trimoco to £2.5m 


v «t»es behind 
vance to £7.5, 
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By Jane Fuller 

FORD'S falHng share trf the UK 
car market and depressed mar- 
gins In the motor trade saw 
pre-tax profits at Trimoco fall 
by 34 per cent, from £32m to 
asm. 

The Saudi Arabian Jam eel 
organisation, which last 
took over HartWeQ, the ~ 
based motor distributor, has a 
24.4 per cent stake in Trimoco 
and holds most of the out- 
standing convertible loan 
stock. Conversion would take 
It to 33.4 per cent . 

Trimoco’s turnover for the 
year to March 31 declined to 
£2&62m (£280.78m). Mr Keith 
win , finance director, said toe 

TTwrin d i BawpnTw t wwm t TmmI hewn 

new car sales. Most of toe com- 
pany's franchises are Ford. 

Motor dealership operating 
profit fell from £6.17m to 


£4J.8hl The number of new 
cars sold dropped by nearly 19 
per cent to 12,134, while used 
car profit fell 17 per cent 
Property profits rose to 
£2 38m (ELTftm). thanks to rent 
increases charged internally to 
motor ripalApJ^ipa 
Overall, operating profit fen 
17.5 per cent to £6^6m 
(£7-96mX Intezest payable was 
£4.06m (£4.16m). 

Mr Win mM that, conversion 
of. loan stock to equity and 
reduced working capital had 
reduced net debt to £20.75m 
(£3L44m) and i mproved share- 


haAdars’ funds, _ 
of 66 per emit compared 
123 per coot 
Fully diluted 
share were L30p (234p). A 
dividend of 0JBp makes an 
m >dhanged total of Up. 


NEWS DIGEST 
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Shaftesbury 
falls £5.86m 
into red 

THE CONTINUED decline in 
the property market hit Shaf- 
tesbury in toe-half year ended 
March 31 1901, and it incurred 
a pretax loss at £536m, against 
a profit of £194J)00. 

Included were provisions of 
£3 38m, comprising £2.04m 
against the cost of certain 
development properties and 
£L84m for the share of provi- 
sions against properties held as 
current assets by associates. 

Rents receivable rose "to 
£2.9m (£2.64mX; but interest 
charges Increased to £3.0Sm 
(£L24m). No interest was capi- 
talised. Losses per share were 
233p (earnings 0.46p). 

Fxnanciiig details of 
Medeva’s US buy 

Medeva, the pharmaceutical 
group, has announced the fin- 
ancing details of its 974.4m 
(£43m) purchase of -MD Phar- 
maceutical, its first US acquisi- 
tion. 

Consideration is $72L2m in 
cash, which Medeva has 
arranged to be satisfied by the 
allotment to toe vendor of 
33.1m new ordinary shares. In 
addition, the vendor wi ll be 
granted an option to acquire 
up to 3m ordinary shares at a 
market-related formula price. 

A further LL92m new ordi- 
nary will be issued to provide 
$2 2m to fond incentive 
bonuses for senior managers 
and key employees of MD 
Pharmaceutical and about 
£l0m for working capital and 
costs of the glaring. 

The shares have been condi- 
tionally placed with institu- 
tional and other investors at 
I26p per share, and under toe 
open offer Medeva sharehold- 
ers and warrant holders are 
bring offered the 4522m new . 
ordinary on toe basis of l-for-3. 

Citybond and Hays 
agree offer terms 

Directors of Citybond Storage 
Services and Hays have agreed 
the terms of. a recommended 
cash offer from Hays of 132p 
cash for each Cttybond share. 

A separate agreement, which 
depends on the offer becoming 
unconditional in all respects, 
has been reached with City- 
bond “A" shareholders m 
respect of their shares. 

The total value placed on 
Citybond by the offer and the 
agreement is about £2-8m, * 

Archer cautions bn ' 
dividend payment 

Reflecting increased, agent’s 
foes, AJ Archer Holdings lifted 
pretax profits from £650,000 to 
£708,000 in the half year to 
March 3L- . 

This Lloyd’s underwriting 
agent Is holding the interim 
dividend at 3.15P but could 
give no assurance that the 
5.25p final would be main- 
tained. 

Mr Richard May lam, chair- 


man, warned that toe under- 
writing conditions in 1968,1989 
and 1990 would have an 
adverse impact on toe results 
and toe level of dividend for 
toe financial years 1992 and 
1993. 

He said since March 81 the 
group had received profit com-' 
nriMirm fnr tha 1968 account of 
■Kt 2m, -only half of the 1967 fig- 
ure. 

Turnover in the half year 
came to £l22m (£Ll7ta)- Oper- 
ating profit was £336,000 
(£280,000) and interest receiv- 
able £878200 (£870200). Bant- 
ings pear share worked through 
at L9p 0L7p). 

Berry Birch moves 
ahead to £0.63m 

After a year’s absence Berry 
Birch & Noble Is returning to 
the dividend Bst with a pay- 
ment of L5p. 

Turnover of this financial 
services and insurance broking 
group rose from £4J92m to 
ES.flgwi in toe year ended Janu- 
ary SL 1991, while pretax profit 
, expanded .from £400,000 to 
£628200. 

Net interest received came to 
£66,000. against £6,000 paid. 
There was an extraordinary 
charge of £106200 (£86,000) rep- 
resenting costs related to toe 
withdrawal from micro-elec- 
tronics. Earnings per share 
were 6J2p (42p). 

James Cream lower 
with X£19.6m 

James Cream the Dublin-based 
food, household goods and 
industrial equipment whole- 
saler, repeated a 9 par coat foil 
in taxable profits from 

I£2L5Sm to KlfluGm (£17.7m) in 
1990. 

Turnover fell to l£179.72m 
(I£184m), income from related 
companies dropped to I£L73m 
Q£42Sm) and interest charges 
ruse from l£1 JSn to I£2.74m. 

Earnings per share wore a 
lower 45Jp (5&3p) and there is 
ho final dividend proposed 
(10.4765p). Instead, a first 
interim dividend of U14765p in 
respect of 1991 is declared. 

Morland benefits 
from draught sales 

Mftfiflnri, the Thames Valley 
brewer, lifted turnover 18 per 
cent and pretax profit li5 per 
rant in tbfi year to March Et 
199L ' 

Mr Jasper Quttertmck, chief 
executive, said toe outlook for 
tfae-rest of -the year remained 

- satisfactory. Negotiations with 
Courage to puxchase 100, pubs 
were proceeding to plan.. 

- - Turnover amounted /. to 
£15.35m (£l3m), operating 

r i t to £2.2Rm (£Lnm), and 
pretax balance to-£227m 
<£2^8m) after surplus on prop- 
erty^isposals of £325,000 
(£279,000). 

Mr Chtttexbuck afid asks of 
draught beer increased by 6 
per cent. Additionally there 
had been a continuing swing 
from lager to ale with a canse- 
quentlal and beneficial impact 
cm profit. 

Earnings per share were 
ILSp (lOp) and theinterim.dbi- 
dend b 2.17p (L97p). .. 


Operating profit before the 
levy was £4L29m (£3S.42m) on 
turnover of £3 78.09m 
(£270.64m). A loss of nearly 
£2m was incurred by Reeves, 
the US production subsidiary 
bought for £592m in January 
last year and resulting in a 
total cash outflow of £722m. It 
contributed programme sales 
of £26200. 

Mr Dunn said performance 
tUs year depended partly on 
the syndication or sale or two 
big series. The acquisition's 
costs were to sane extent off- 
set by a £42m exchange gain. 

Net borrowings in December 
were £403m and interest costs 
for the year were £2Jm (£2.8m 
received). 

Debt was set to come down 
substantially over the next 18 
months, said Mr Dunn. Net 
assets fell to £442an (£lQL5zu), 
reflecting a £5USm goodwill 
write-off on Reeves. The exten- 
sive programme library was 
not on the balance sheet 

There was a £6L6m extraordi- 
nary provision against an 
Investment In an Australian 
television company that had 
gone into receivership. 

Earnings per share fell to 
l3-3p (34.4p) or 23 -2p (37p) 
before exceptional items. The 
dividend was effectively main- 
tained at 16p Q2p) after a pro- 
posed final of IQJJSp. 



John Young: “seeing a swing back to traditional ales after years of lager supremacy” 

Young tops £5m as beer sales rise 


By PhHlp Rawatome 

INCREASED BEER sales 
helped lift annual pre-tax prof- 
its of Young & Co, the south 
London-based brewer, by 9 per 
cent from £4. 62m to £523m. 

Beer volumes were 5 per 
cent higher and margins 
improved in a generally 
depressed markftL Pains were 
made both in toe brewer’s 155 
pubs and in the free trade. “We 
are Bering a swing back to tra- 
ditional ales after years of 


sr supremacy, “ said Mr 
John Young, rfwlrrnnn. 

After a slow start, demand 
for Young's ale brands was 
now rising strongly in the 
"guest beer" market among 
pubs in other brewers' estates. 

Trading profit during the 
year ended March 30 rose 27 
per cent to £&86m (£529m) on 
turnover ahead 13 per cent at 
£5822m (£5L98ffi). 

Earnings per share expanded 


18 per cent to 2828p (24.1lp) 
and a proposed final dividend 
of 7p raises the total payout by 
13 per cent to 13p (11 -5p). 

"Although the outlook is 
somewhat unsettled, we are 
cautiously optimistic for the 
year and will take full 
advantage of the further oppor- 
tunities that may arise as a 
result of the Monopolies and 
Mergers Commission report," 
Mr Young said. 


Westbury slides into 
red and calls for £21m 

By Andrew Taylor, Construction Correspondent 


WESTBURY, the Chelten- 
ham-based housebuilder, yes- 
terday became the latest con- 
struction group to make a cash 
call on Its shareholders. 

It is seeking to raise £20.7m 
via a l-for-3 rights Issue of 
1621m shares at I30p apiece. 
The money is to be used to 
reduce bank borrowings which 
at the end of February stood at 
£55. Km, equivalent to 59 per 
cent of shareholders' funds. 

Construction and building 
materials companies have 
sought to raise more than £lbn 
of toe £42bn which UK compa- 
nies have attempted to raise 
from rights issues in the first 
five months of this year. 

The issue accompanied news 
of a pre-tax loss of b aieth for 
the 12 months to end-February. 
That compared with pre-tax 
profits of era i2rn in the previ- 
ous year. Turnover amounted 
to £171. lm (£17426m). 

Westbury sold 2,576 homes 
- 13.7 per cent more than In 
the previous year. Average 
prices, however, fell from 
£72,700 to £61200 as the group 
sold more houses to first time 
buyers. 

Losses per share emerged at 
14.6p, against earnings last 
time of 36.6p. However, the 
final dividend is again 5.75p for 
a maintained total of 9p. 

The rights issue has been 
fully underwritten by Klein- 


wort Benson. Mr Fraser said 
the cash would be used "to , 
reduce debt and strengthen the . . 
balance sheet by improving 
interest rate cover." 

It would also allow the group . 
to strengthen its landhank by - 
selective purchases of land "at ... 
prices which are more realistic 
than they have been for sev- . 
eral years". 

I<Q8sefl 1 a «8* year included an 
exceptional provision of . 
£12.75m attributable to a,: 
write-down against the land- - 
bank and £779,000 to cover .. 
reorganisation costs. 

• COMMENT 

Companies in a for worse state . 
than Westbury have..- 
announced rights issues since 
January L The market, despite . 
the large amounts of construe- , . 
tion paper on offer at the 
moment, chose to look kindly 
on its announcement and the 
shares yesterday fell Just 4p to " • 
close lOp above a theoretical, 
ex-rights price of L52p. Gearing ' 0 
after the issue should fall to ^ 
about 30 per cent underlining 1 " 
the sound state of the balance. 
sheet by comparison with oth- 
era. A fully-fledged housing.,.: 
recovery may be delayed until ' 
next year. Nonetheless the-. ', 
rights look reasonable value 
even on a prospective p/e of , ' 
more than 20 on pre-tax profits 
of £6 5m this year. 


Profits doubled in 
the last five years 


Inchcape’s 1990 results: 

•Pre-tax profit: £174 million (1986 

•Earnings per share: 26.1 pence (1986 
•Dividend per share: 11.8 pence (1986 


£85. 6m) 
12. 4p) 
5.25p) 


S-.' 


Success of this order owes much to clear aims and a well 
focused strategy. By concentrating on a limited number of 
business streams and making them globally competitive, 
Inchcape intends quite simply to be the world’s leading 
player in international services and marketing. 


It is well equipped to succeed. Firm financial management, 
quality people, excellent relationships with principals and a 
presence in some of the world’s fastest growing businesses 
and markets are central to the Inchcape ethos. 

“The Group thinks long-term,” says Chairman, Sir 
George Turnbull. “Our success since 1986 gives solid 
grounds for confidence as we look forward to the next 
five years.” 

For a copy of ihir 1990 Annual Report and Accounts, call Joanna Roach 
in our Corporate Affairs Department on 071-321 0110. 

Inchcape 

THE INTERNATIONAL SERVICES 
AND MARKETING GROUP 

Issued by Inchcape pic and approved by Baring Brothers & Co. Limited, a member of the SFA, Tor the purposes of section 57 of the Financial Services Act 1986. 
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COMMODITIES AND AGRICULTURE 


EC pushes farm spending 
plans to budgetary limit 


Coarse grain 
stocks fall 
forecast 


By David Gardner in Brussels 


By David Blackwell 


THE European Commission 
last night pushed its proposed 
farm budget for this year up to 
the absolute ceiling allowed by 
the “guideline" governing agri- 
cultural spending. 

At the same time Brussels 
threatened to take this year's 
price package to EC finance 
ministers if the agriculture 
ministers meeting here could 
not agree to its modified pro- 
posals. 

Commission officials said 
spending would be raised mar- 
ginally to accommodate small 
changes and use up the foil 
farm budget allowance of jnst 
over Ecu32.5bn ($38-8bn). An 
extra Ecu60m this year - less 
than half a day's spending 
under the Common Agricul- 
tural Policy (CAP) - and 
Ecu200m next year will be 
added to planned spending. 

Mr Ray MacShairy, EC agri- 
culture commissioner, said 
“'he new compromise . . . will 
include slight modifications on 
cereals, beef and milk, but no 
changes in the substance” of 
the commission’s proposals. 
He stressed that “the commis- 
sion has gone as far as it can” 
while still staying within EC 
law. 

The guidelines were set by a 
European wvnnrfi of hoarin of 


government in February 1988, 
and oblige the commission to 
make sure they are observed. 
Ten countries led by France 
want this year’s limit raised to 
take account of higher than 
expected spending on east Ger- 
man farms following German 
reunification. 

The new compromise - if 
such it proves to be - was still 
being finalised last night prior 
to ministers embarking on an 
all-night meeting to pick 
through its infinitesimal 
changes. It was hammered out 
early yesterday morning after 
the council rejected an earlier 
attempt to synthesise its posi- 
tions after three months of 
debate. 

The commission has already 
softened its proposed price sup- 
port and production cuts, and 
agreed to a scheme whereby 
cuts in the milk quota will be 
partly restored and paid for in 
the 1993-97 budgets. 

Officials said the main 
remaining contentious area 
was beef, source of the CAP’S 
biggest cost overran and big- 
gest intervention stockpile. 

Here also the commission 
has modified its position. It 
intends to abolish the "safety 
net”. 

This supposedly emergency 


device has committed the EC 
to baying is ijmwWc quanti- 
ties of surplus beef as prices 
have fallen - and continued to 
fall because of the overhang on 
the beef market 

The trigger price for ordi- 
nary intervention was also to 
have been lowered by 8 per 
cent The earlier compromise 
suggested instead that the 
commission be given g reate r 
powers to manage the buying 
in of beet 

In an angry outburst on 
Wednesday night Mr Mac- 
Sharry warned the form minis- 
ters that if they could not 
makw up their mjwria “others 
will take the decision for you”. 
O fficials made cl e ar this was a 
threat to take the price pack- 
age to EC ftnanra* minis ters, 
even though a finance council 
in April foiled to resolve the 
guideline issue. 

Mr John Gammer, the UK 
agriculture minister, who hag 
supported the commission’s 
spending line with the backing 
of the Netherlands, recognised 
that this threat “is always a 
possibility”. 

But he said that “this would 
mean that agriculture minis- 
ters have foiled in their first 
responsibility, which is to keep 
their own house in order”. 


WORLD STOCKS of coarse 
grains are expected to fall to 
116m tonnes by the end of 
1991-92 - the lowest level far 
seven years and less than half 
the stocks at the end of 
1986-87, according to the Inter- 
national Wheat Connell in its 
first forecast 

Production, at 830m tonnes, 
is forecast to foil below con- 
sumption for the fifth year in 
succession, says the IWC in its 
monthly grain market report 
That level would represent a 
rise of about 7m tonnes over 
the current season. 


Survival is the key to prosperity 

John Barham explains moves to restrict Falkland squid catches 

' A pQot said: “The pi 

T he Fal kl and Islands -rutin catch always stay on the rig 

might lane one of the SQUID CATCH_ _ Zrm sother c*n 

world’s richest and most tooom i «7 tees rat ***** rh*v n» ua corefon 


While larger crops are 
xnected in the US, the EC and 


Fungal threat to Bahia cocoa 


By Victoria Griffith in Sao Paolo 


BAHIA'S cocoa crop could be 
wiped out within five years by 

the flmg al riiaansn kno wn as 

“witch’s broom” if steps are 
not taken soon to control it 

That is the prediction of Mr 
Paulo Fernando Nunes da 
Cruz, regional superintendent 
of Ceplac, the government 
research centre for cocoa, and 
Mr Ronaldo Monpeiro Car- 
valho. president of the cocoa 
growers’ union. 

Witch’s broom fungus 
arrived in the region several 
years ago from the Amazon. It 
was not until 1989, however, 
that the first case was reported 


to Ceplac. Mr Nunes said: 
“Farmers here were afraid that 
if they acknowledged the dis- 
ease the agricultural ministry 
would go in and bum down ail 
their trees. That fear kept us 
from nipping the disease in the 
bud." 

Ceplac has adopted a surgi- 
cal approach to the disease. 
Infected sections of the trees 
are cut off and burned. 

So far the fungus has 
affected 900 out of 39,000 farms 
in the region. The trouble is 
that in its later stages the dis- 
ease can spread very quickly 
and there is no known cure. 


Witch’s Broom Is not the 
only fungus plaguing Bahian 
cocoa farmers. Another dis- 
ease, known as “black pod” 
poses an even more immediate 
threat 

Bahian cocoa formers have 
been living with black pod for 
same time. In the past the dis- 
ease was easily controlled with 
chemical pesticide. With the 
collapse in international cocoa 
prices in the last few years, 
however, cocoa formers have 
been unable to afford the pesti- 
cide. Unprotected, thousands of 
cocoa trees have succumbed to 
the fungus. 


expected in the US, the EC and 
eastern Europe, “significant 
Hwihwg could occur in China 
and the USSR”. The position in 
Africa appears better than a 
year ago, and South African 
production is expected to 
Improve after least season's 
drought 

Consumption Is estimated at 
834m tonnes, almost 
unchanged from the current 
season. This figure will depend 
on whether the Soviet Union 
succeeds in getting finance to 
cover the cost of imports. 

Demand hi Far East Asia, 
where meat consumption is 
rising quickly, should con- 
tinue to increase, says the 
report US demand for maize 
for cattle feed is expected to 
return to normal levels. 

The IWC has raised its ear- 
lier forecast for wheat in 
1991-92 ter 10m tonnes to 565m 
tonnes. This would be second 
only to tiue 199091 record of 
597m tonnes. 

The volume of world wheat 
trade Is expected to recover to 
97m tonnes, assuming that the 
Soviet Union will get more 
credit from exporting coun- 
tries and that Iraq will resume 
imports at the same level as 
before the Gulf war. 


T he Falkland Islands 
might have one of the 
world’s richest and most 
strictly-controlled fishing 
zones, but the threat to fish 
stocks and prosperity is as real 
as ever. 

As always the. Dlex and 
Lotigo squid, the most prized 
species In the South Atlantic, 
are most at risk from overfish- 
ing. The menace to the islands' 
finances is also considerable. 
Fishing licence sales are the 
islands* largest source of 
income, worth £23.7m, or 63 per 
cent of government operating 
revenue, this year. 

That is why the Falklands is 
trying to restrict squid capture 
to 60 per cent of the stock and 
allow 40 per emit to escape, 
reproduce and perpetuate the 
resource. Since squid live for 


SQUiP CATCH 

1987 1968 


I Ilex 142,501 

Loflgo 82.547 

Sourw MMM WmA W a ri e r Directorate 


142,501 209£2B " 22L272 

82.547 S3A30 . 11&fi83 


102.001 


only one year, overfishing 
could rapidly destroy the 
entire stock. 

Well over half the licences 
axe issued for “jiggers', vessels 
equipped with powerful lights 
that operate at night. The' 
squid, attracted by the lights, 
are caught on Hoes operated by 
electonically-controlled 
winches that work in continu- 
ous motion, literally Jigging 
the squid on board, where they 
are processed and frozen. 

A typical jigger will have 90 
aims and catchup to 80 tonnes 


of squid a night 

The largest squid markets 
are in Southern Europe and 
Asia, so Japanese, Taiwanese, 
South Korean and Spanish 
fleets have the largest presence 
in Falklands waters. 

The first sqpld fleets proba- 
bly arrived off the Falklands in 


1977. Within five years annual 
catches exceeded 200,000 
tonnes. The Falklands estab- 
lished their first fishing con- 
trols in 1 98 6 and now claim to 
have the best managed fishery 
in the world. 

Nonetheless, Ur John Bar- 
ton, director of the Fisheries 
Directorate, recognises that too 
few squid are escaping. He 
hopes to raise the escape rate 
to between 20 per cent and 30 
per cent this season, from 
between 10 per emit and 30 per 
r*»nt in 190&-9. 

The Falklands has cut fish- 
ing bath by restric ti ng licence 
. sales and by raising prices. 

Sqtdd prices have also fallen 
in a glutted market. In 1990 the 
Dlex: catch halved to 102^601 
tonnes and the Loligo catch 
fell by a third to 82JJ98 tonnes. 

The squid are migratory 
creatures that move southward 
from feeding grounds in inter- 
national waters into the Folk- 
lands’ 150 mile Interim Conser- 
vation «nd Management Zone 
CFICZ). In 1988-9 30 per cent of 
the squid escaped capture 
inside the FICZ. Only 10 per 
cent survived in the high seas. 

This year, therefore, the 
focus of conservation has 
shifted to international waters. 
In agreement with Argentina a 
50-mile outer band has been 


added to 1 the FICZ. No fishing 
Is allowed in the new zone. The 
Falklands patrols the eastern 
half of the zone and Argentina 
the western half, which is part 
of its 200-mile territorial 
waters. 

B ritish wfflrfate said that m 
technical talks with Argentina 
this week the two sides agreed 
to increase the flow of data, 
discussed carrying o ut joint 
research and p™^ a cumins- 
ment to make policing “more 

nffo#*HTO n 

The Falklands already 
makes licences® prom ise to 
restrict operations in interna- 
tional waters. Although the 
scheme is highly successful 
officials remain deeply con- 
cerned that overfishing in 
international waters might yet . 
wre ak havoc on the EUex. 

The Taiwanese hi particular 
are notorious for violating 
every control given the c hanc e. 
Taiwanese ships receive only 
monthly licenses and officials 
say they might he banned from 
Falkland waters next year 
unless their behaviour 
Improves. 

Although Mr Barton nays 
poachers are noticed within an 
hour, staff say their two air- 
craft and two slow-moving 
patrol ships are insufficient to 
control the waters adequately. 


A pflot sidd: “TlteW*"* 
ahwya stay oa therfite 
zone so they can agcip* whaa- 
ever they ra us co nring. Hus 
does mean the patrols do acara 
off iatadwa* . ^ 

Tie Impact of the 
year fishing industry in ti» 
Falklands k-SM A small 
number of feosforanea ara tbi 
Sew direct beraigriaries or the 
boom, atitough the industry 


fwormal IdMORU ted UteCI 

re v e nue s are fi n a ncin g sdra- 
structure prefects. - ■ 

The Falkland* is unable to 
provide a satls&ctwy brae for 
Oshbig because the kltndft 
themselves are supplied from 

Brttada Offidab ft**- «ttegve 

government supporrfor local 
businesses, such as I at earlier 
encouragement for locals to 
operate as licence brokers, 
could encourage corruption. 

Mr ififca Summers, head of 


the Falkland fotanto Develop- 
ment Corporation (FIDO, raid: 
“The fact is that locals do not 
have the to buy Into the 

ffa riMu g industry. -But we are 
giving [foreign co mp a nie s) the 
ui grm t to get involved on a gen- 
uine baste with local compa- 
nies. We need to build up a 
local body of knowledge." 


The FZDC is abo trying to 
find a way into the highly pro- 
tected squid market. Mr Sum- 
mers «»H; “There is no access 
to the Die* mar kets in Ja pan 
or Sooth Korea. We are trying 
to where the money 

lies, whether it’s In services or 
fishing, which is what goes on 
here, or whether it is process- 
ing or even marketing, moat of 
which la in Asia.” 


Rubber intervention procedure revised 


By Lim Slong Hoon, in Kuala Lumpur 


British cobalt 
imports up in 
first quarter 


Brazil appoints coffee policy director 


By Victoria Griffith in Sao Paolo 


THE BRAZILIAN Ministry of 
Economics has announced -the 
appointment of Mr Celsius Lod- 
der as its director of coffee pol- 
icy in the first step to articulat- 
ing the country's position 
regarding an interriStefiaHkiiP 
fee agreement 

Mr Lodder replaces Mr 
Ricardo Mesquita as head of 
the department of supply and 
prices. 

With the exit of Mr Mesquita 
and Ms Zella Cardoso de MeQo, 
Brazil's economics minister, 
two weeks ago, the govern- 
ment lost two apparent cham- 


pions of an international coffee 
. agreement Many In. the coffee 
sector believe Mr Marcilio 
Marques Moreira, the new eco- 
nomics minister, will play the 
most Important role in formu- 
lating Brazil’s position on an 
internflHnnal agreement He is 
well known for his conciliatory 
approach to debt negotiations. 

Mr Orlando Correa, presi- 
dent of the coffee trade centre 
in Rio de Janeiro, said: 
“Changes in the economics 
ministry are no sign that Bra- 
zil will sign a coffee accord, 
this year." 


tt is possible no progres s will 
be made until the international 
coffee talks scheduled for Sep- 
tember. "I don’t think we will 
know the government position 
until then,” said Mr Correa. 

A Rio-based trader said: 
“The only thing we know is 
that the situation cannot be 
much worse than it is now. 
Coffee is a neglected sector in 
Brazil." 

The sector is also waiting 
anxiously to hear the new gov- 
ernment’s stand on a 3110m 
credit line earmarked for coffee 
producers. 


IMPORTS of cobalt into the 
UK during the first quarter of 
1991 were just above 856 
tonnes, compared with nearly 
679 tonnes during the same 
period of 1999, official figures 
show, Renta: reports. 

The latest import 'figures 
show Zambia attd'Zafre'rihnafrr 


the main suppliers of the 
metal at nearly 375 tonnes 
compared with 300 tames in 
first quarter 1990. 

Sharply higher imparts from 
the European Community 
were due to a more than dou- 
bling in imports from Belgium 
to around 121 tonnes. . 

Other notable rises were 
Norway at 50 tonnes from 22 
tonnes and the Soviet Union 
at 92 tonnes from jnst 1J 
tonnes in the 1990 first quar- 
ter. 


THE International Natural 
Rubber Organisation Is to step 
np its intervention in the 
world market by altering the 
buffer stock manager’s buying 
procedure, delegates agreed at 
the close of its council session 
in Kuala Lumpur. 

Under the agreement the 
manager is to enter the market 
whenever Inro’s indicator 
prices stay below its lower 
Intervention, or “may buy", 
level of 176 Malaysia/Sfogapore 
cents for more than seven 
days. The “must buy" level is 
166 cents. 

The move -is-: intended to* 
.resuscitate the market, "Which 
has been in a slump for nearly 
two years. In that time the 
manager has intervened only 
once, buying about 30,000 
tonnes. 

Inro’s five-day indicator 
prices have often fallen below 
the “may buy” level in the past 
year without prompting any 
intervention by the manager. 

The new procedure hasbeen 
introduced at the behest of pro- 
ducers, particularly Malaysia 
and Thailand, who argued that 
price stabilisation should over- 


Malaysian rubber stocks at 
the end of March were 

198.000 tonnes, np 6 per cent 
from 182,000 tonnes in 
December bat 11 per cent 
down from 217,000 tonnes a 
month earlier. 

Production in the first 
quarter rose 6 per cent to 

384.000 tonnes from 313,000 


tonnes in the same period 
last year. The start of crop 


last year. The start of crop 
winte r in g in March brought 
output down to 87,000 
tiwnwB from 108.000 tonnes 
in February ■ 

Forecast output is 1.4m 
tonnes for 199 V averaging 

117.000 tonnes a month from 

108.000 tonnes last year. 


ride cost ronsideratfons. 

“Inro is not here to make 
money,” said one delegate. 

Getting the agreement 
seemed crucial to . producers, 
not only because of- the' low 
prices, hut also because the 
Association of Natural Rubber 
Producing Countries (AURFC) 
is scheduled to meet early next 
month in Papua New Guinea 
to discuss the present state of 
the market 

Last month Thailand said tt 
would pull out of Inro if it, or 
the ANRPC. did nothing to get 
rubber out of the doldrums. 


for a further 150,000 tonnes. 

Another issue remains to be 
dealt with — the daily market 


indicator price. A report com- 
missioned from Mills 

CaininodifiiBS preposed changes 
to the basis by which the DMIP 
is calculated 

The proposal, if passed, 
would have far-reaching conse- 
quences on the buffer stock 
operations. . 

Three dements are used to 
determine the DMIP: the types 
of rubber grades traded, the 
weighting of each grade, and 
the four markets to which they 
are sold. 

The DMIP is thought to be 
distor ted i n at least two ways. 
First, TSR 20, which has risen 


To support prices Inro can 
immediately call up a budget 
to buy 400,000 tonnes, and 
by special deliberation funds 


in trading volume, is given a 
smaller wei ghtin g ti«m Inter- 
national ESS One and Three, 
the other grad es in use ™tnh> 
by Malaysia and Indonesia. 
Second, the Japanese market is 
omitted although it forms a 
substantial portion of total 
trade. 

Thailand, where output has 
grown from lm tonnes in 1968 
to L2m tonnes last year, trades 
a lar ge portion of its robber in 
TSR 20 through the Japanese 
marke ts. 

The proposal before Inro Is 
to alter the methodology in the 
oajrniatkmii to reflect the mar- 
ket's p r eferences , flat several ■ 
hunfles need to be o v erc om e, 
including changes to Inro’s 
constitution and other grades 
of rubber which have found 
their way infertile market 

A'.- third issue raised during 
the Into talks related to tire 
transfer of loro's warehousing 
from consumer countries to 
the point of production in 
south east Asia. Approval was 
granted instead to the con- 
struction of more warehouses 
in Thailand and the Soviet 
Union. 


WORLD COMMODITIES PRICES f. 


MARKET REPORT 


Robusta coffee prices continued 
this week's downward plunge 
yesterday In London. The market 
equalled the second position low 
of £515 set in February before 
closing at £519 a tonne, a fall of 
£11 on the day. Light roaster 
buying interest continued to be 
evident, but was insufficient to 
halt the decline. Business was 
quieter than on Wednesday, but 
turnover still totalled an active 
5,520 lots. New York arabicas were 
easier at midday. Some New York 
analysts attributed coffee's recent 
slide to talk that French trade 
house Sucres et Decrees would 
have to liquidate much of its coffee 
position. On the LME three-month 
aluminium closed below the 


$1,320-a-tonne support level, 
which could trigger further selling 
today. News that Brazil's AJbras 
smelter will be back to full 
production in June, after 
rebuilding output levels since a 
power cut In March damaged the 
plant may have helped the early 
easing. The smelter has lost more 
than 30,000 tonnes from 1991 
output. Three-month zinc dosed 
below $1,100 a tonne, which could 
also signal further losses today. 
Nickel regained some of this 
week's losses after fluctuating 
widely all day. Dealers said recent 
declines have left the market 
heavily oversold, so some sort 
of technical bounce was expected. 

Compiled from Reuters 


Close Previous Mgh/Low 


May 

580 

508 

580 

Jrt 

300 

000 

002 590 

Sap 

627 

628 

800 825 

Dac 

004 

605 

008 802 

Mer 

007 

008 

700 393 

May 

721 

722 

722 719 

Jul 

742 

744 

748 740 


Turnover: 1730 (0019) iota of 10 tonnes 
ICCO Indicator prices [SORs par tonne). DaJty 
price tor May 22 70805 (78X121 10 Hey overage 

tor May 23 78142 (78843) 

UUWM - bedonPOX Eton* 



Close 

Previous 

Mgh/Low 

May 

404 

SOS 

505 486 

JUf 

BIB 

£30 

S32 515 

Sep 

541 

554 

357 841 

Nov 

60S 

574 

580 864 

Jan 

967 

591 

001 590 

Mar 

814 

612 

010 BIO 


London Markets 


(3 per tonne) 


TumovertSKM (10538) lots ot S tonnes 
ICO Indicator prices (US cams per pawl) tor 
May 22 ; Comp, dally 68.12 (8706). 15 day 
average 67 JO (08.14) 

ROTATORS - Leaden POX Vtomo 


Cteoe Pravtoua » 

Xlie n W ien , 987% party (S par tonne) 

Cash T20O-9O 12057 

3 months BOM 132741 1 

Copper, Qrada A (E per tonne) 

Cash ' 12640 12944 1 

3 months 1296-7 0069 1 

Land (E per tonne) 

Cash 318-9 319-21 3 

3 nwnOie 330-1 333-4 9 

Nfatost (5 par tonne) 

Cash 01 25-OS 803040 

3 months 8160-70 8075-86 a 

Tte ff per tonne) 

Geali 007040 682835 

3 months 57SS40 KM 04 6 

anc, Bpactal High Orade (3 par tonne) 

Cash 1082-4 1088-7 1 

3 months 10974 11014 1 

UH Ctoalea US rate: 

SPOT: 1 .7385 3 months; 1.7125 


(Prions supplied by Amalgamated Metal Trading) 

Mgh/Low AM OWdM Kerb riosa Qpan Interest 
Total dally turnover 22.745 lots 


CRUDE OIL (Ugh!) 42.000 US gads S/berral 


13T74 024)90 lots 

Total daMy t u rnover 28580 lota 


129071209 

1311/1293 


12944 117,777 lota 

Total dally turnover 1.908 tots 


319/313 

332/3253 


31944.0 

331-14 


3263-7-0 HJB2 torn 
Total dally turnover 9,710 lots 



Latest 

Previous 

High/Low 


Jul 

2039 

2033 

2138 

2030 

Aug 

2038 

2031 

21.12 

«« 

Sap 

2138 

2132 

2130 

2133 

Oct 

21.15 

21.14 

2130 

21.13 

Nov 

2134 

2132 

2136 

2134 

Dec 

2131 

2130 

21.42 

2130 

Jan 

2135 

2134 

2130 

2134 

Feb 

2138 

21.19 

2130 

2135 

Mar 

21.15 

21.18 

2130 

21.15 

Apr 

21.17 

21.12 

21.18 

21.18 


Chicago 


■PWEMti mw bti mfcc csnto/jjOto buMtai 
Clone Previo u s Mgh/Low 


0110-20 12JP22 lots 

Total dally turnover 1.876 tots 


HEATEte OtL <2300 US pads. oents/US qHs 
Latest Pravtoua Mgh/Low 


51*548 3332 lots 

Total dafly turnover 5303 tots 


1083/1083 

1101/1095 


3 months: 13948 


9 months; 13009 


Jun 

8810 

5803 

9860 

Jul 

5630 

5649 

5710 

Aug 

8710 

5719 

577D 

Sep 

5845 

3359 

5900 

Oct 

5945 

6968 

0000 

Nov 

0030 

0061 

8098 

Dac 

6120 

3142 

6190 

Jan 

eras 

8130 

8200 

Feb 

0050 

3008 

8100 

Mar 

6035 

0680 

5888 


3QYASEAH Oft 30300 Btoicawtorib 
CUoea Pravtoua Mgh/Low 


Crade oB [par barrel FOB) 


Dubai 

8 rent Blend (dated) 
Brent Blend (Jtrf) 
W.T.L (1 pm eat) 


S1530-8X0U +.128 
313.70430 +0-15 
31930430 +.076 
52890-IOOu +.178 


(NWE prompt dettvety per tonne OF) 


Premium Gasoline 
Gas Oil 
Heavy Fuel (XI 
Naphtha 


Petroleum Argot Eatboem 


5345-247 

3184-138 

389-71 

3209-211 


Raw 

Close 

Previous 

Hlgh/Law 

Aug 

17130 

17030 

171.40 17030 

Oct 

17130 

17030 

17130 169.00 

Dec 

17430 

17130 

17130 

fc»ar 

17240 

17030 

171.00 170.40 

May 

T7S30 

17030 

17330 17230 

Oct 

18130 


17730 

WMte 

Cloee 

Pravtoua 

HgMjow 

Aug 

2853 

2783 

2003 2783 

Oct 

2843 

2483 

2883 248.0 

Dac 

247.0 

2423 

2453 2413 

Mar 

2483 

2443 

248.0 2433 

May 

2523 


26ZO 

Aug 

2873 


2580 

Oct 

2513 


2513 2423 


Close Previous High/Low 


1313 1313 

1343 1333 


(Prices supplied by N-MJtalhacMM) 

Gold (One oz) S price e equiva le nt 


Now. York 


Turnover 23 (84) lots of 40 tonnes. 


Close Previous Hlgh/Low 


Aug 130.00 13030 13030 

Oct 13330 13430 13350 

DM 13330 13730 13830 


Opening 354,70455.10 

Morning flx 38630 208318 

Afternoon Itx 35430 205358 

Day's high 3664005500 

Day's lew 3544045430 


f cau S/tray oz. 


Turnover 45 (108) tots of 20 tonnes. 
remain - London rm sio/index i 


1 month 

2 months 

3 months 


Goto La n d ing Hdn (Vs U8t) 

539 8 months 816 

834 12 months 5.11 

531 


Goto (per tray oz)+ 535553 

Silver (per troy oz>ft 4063c 

Ptattnum (per troy oz) S38838 

Palladium' (per troy oz) 333.75 

Aluminium (free market) 31290 

Copper (US Producer) 104c 

Lead (US Producer) 33c 

Ntcksi (free market) 373c 

Tin (Kuala Lumpin' market) 1538r 
Un (New York) 268c 

Zinc (US Prime Western) 82c 

Cattle (live weJghqt 11147p 

Sheep (dead weighty 161 Sip 

Pip (live weight}* 8591 p 


Turnover Raw 281 (463) lots of GO tonnes. 
White 1501 (1470) 

Parle- White (FFr par tome): Aug 1852. Oct 1474. 


5/barrel 

Pravtoua Mgh/Low 


London dally sugar (raw) S2003q 
London dally sugar I white) S29Q.0q 
Tote end Lyle export price £2233 


Barley (English lead) ClOflv 
tyalza (US Na 3 yeHow) £1003 
Wheal (US Darts Northern) £100 


Rubber <Jun>V SLOOp 

Rubber (Jtd)V 8X60p 

Rubber (KL R38 No 1 Jun) 22B3m 

(iocomit oil (PftWppInesJG S3373v 


Jul 

10_23 

1813 

1937 1810 

Aug 

1843 

1840 

1936 1840 

Sep 

1931 

1866 

1870 1857 

Oct 

1930 

1978 

1800 1973 

Nov 

19.78 

1936 

1835 18.78 

Doc 

19J6 


1933 1878 

IPE Index 1932 

1843 


Turnover 11751 (7475) 

QM 

08-91 


S/tonne 


Latest 

Previous 

Hlgti/Low 

Jim 

18030 

17936 

18035 179.00 

Jul 

178.78 

17530 

17830 174,75 

Aug 

177JB6 

17875 

177.75 17850 


17930 

17850 

17880 17800 

Oct 

10330 

181.76 

182.76 18875 

Nov 

164.00 

18800 

103-75 18235 

Dec 

184.76 

184.00 

18530 18430 

Jan 

18275 

18130 

18800 18230 

Fab 

17933 

17876 

17030 17800 


May 

Close 

1740 

Previous 

1715 

Hlgh/Low 

1745 1720 

8torar as 

Spot 

p/fine ax 

23430 

US eta equtv 

40875 

Jun 

1706 

1663 

1711 1000 

4 inpnitiB 

24130 

40805 

Jul 

1575 

1632 

1502 1540 

0 month! 

24730 

41530 

Oct 

Jan 

BFI 

1678 

1876 

1009 

1630 

1625 

1086 

1875 1855 

1675 1850 

12 months 

GOLD con 

25875 

M 

42840 


Ckiae 

Previous 

Hlgh/Low 


areta 

3583 

0 

0 

3553 

3563 

3683 

3543 

3883 

3681 

0 

0 

3581 

3584 

3580 

3673 

3613 

3823 

3922 

8003 

3843 

365.7 

3080 

3633 

387.7 

3581 

3883 

3873 

3708 

3723 

3713 

3713 

3744 

3753 

0 

0 


COCOA 10 totmaaiSNonnae 

Ctoae Pravtoua Hlgti/Low 

M ni 978 908 974 

Sap 1006 1008 MIS 1001 

Dec 1031 1048 1064 1045 

Mar 1002 1088 1095 1088 

May 1117 nig 1120 1120 

Mi 1148 1147 0 0 

Sep 1173 1T74 0 0 

CUPHttnysTJOOtbstcantsfltm 
dose Pravtoua High/Low 

*2 8630 8830 8735 88.1 o" 

Sep 8830 0935 8930 8830 

Dao BUIS 92.18 92.75 9130 

Mar 9430 95.18 9835 94,78 

May 9630 97.16 9730 9830 

M 9930 99l25 0 0 

Sap 10030 10030 10130 tOUg 

SUOMI WORLD “tl" 1123Q0 Iba: cantoflha 


Jut 

2033 

2818 

2844 

Aug 

2859 

2838 

2881 

SOP 

2878 

gp, IB 

2878 

Oct 

2890 

2878 

2035 

Dee 

2135 

2132 

2137 

Jan 

21 AO 

21.18 

2130 

Mar 

21.72 

2138 

2132 

May 

2232 

- 2137 

2202 


fU 


.! lm* 

I** 1 ?" 


Jtd 

68210 

57194 

68V4 

670/0 


Aug 

000/0 

803/4 

887/0 

882/4 

•;.*■* -.V: 

Sap 

688/2 

804/8 • 

BOOM 

WO 


NOV 

597/2 

e«/2 

897/4 

582/2 


Jan 

808/D 

003/6 

60Bto 

603/4 


Mar 

owo 

814/4 

81 9/D 

81418 

■ *- 

Mey 

627/4 

022/0 

827/4 

822/4 


Jul 

833/2 

830 m 

633/4 

aze/4 

, 


■OVd—WMXM. 100 tone Shoo 

Ctoao Pravtow MgtVLow 


Jul 

1743 

T733 

1787 

Aug 

1753 

1743 

1753 

Sap 

1787 

1781 

1787 

Oct 

1773 

1773 

1773 

. Dao 

1882 

1784 

1803 

Jan 

1613 

1802 

. 181.0 

_ Mar 

1820 

11913 

1820 

May 

1823 

1810 

1833 


-mnii 


MAEtM 5.000 hti min; oantagQtb bushel 
Clo— Pravtoua MgMLow 


WAT9WI 80 troy oa; Iftroy oa. 

CVoee Previous Mgh/Low 


1 11" 112300 Iba; cante/Bm 
Pravtoua High/Low 


Turnover 418 (6SB) 


Wheal Ctose Pravtoua Htgh/Utw 


May 13535 

Jun 13430 

Sap 111.45 

Nov 11435 

Jan 11730 

Mar 12035 


13930 18530 

135.80 136.10 13430 

11130 111.45 

114.10 11430 11436 

11735 11730 11730 

12035 120.85 


(Price* supplied by Engeffiwd Metola) 

8 prioe E equivalent 

Krugerrand 3553048630 2063040830 

Maple leaf 3643046530 2113041230 

Naw Sovereign 0530-0830 49308030 


Jul 3913 302.1 3963 3893 

Oct 3953 3003 4003 3943 

Jen 3083 400.7 4000 3903 

Apr 4033 404.7 40X6 4083 

Jul 4073 408.7 0 0 


709 

703 

808 

701 

7.72 

704 

7JT2 

700 

7JB 

709 

TJ9 

707 

700 

700 

708 

700 

801 

704 

0 

0 

817 

80S 

0 

0 


COTTON 30300; i 


Barley Close Previous MgltfLflw 

May 11930 12230 

Sep 107 JO 10730 

Nov 11130 111.60 


Atamjnfcan (09.7 X) Callt puts 

Strike price S tonne Jun Jul Jun Jul 


M.VER 8300 tray oz; centa/troy oat. 


110 ISO 3 11 

87 07 29 40 

6 20 97 87 


Turnover 6447 (6684) lots ot TOO tonnes 


Turnover: Wheat 276 tKi), Barley 0 (11). 
Turnover tots at 100 tonnes. 


Capper (Grade A) 


HOB - London POOt (Cash Sartement) pfltg 


109 ' 121 21 68 

SO 71 61 104 

18 SO 128 169 


Palm OH (MalayoianK 63173 -63 

Copra (PhMppInaaB *2Z73 k 

Soyabeans (US) • £1808 +2,0 

Ootton “A* Inde* 8535c -O.W 

Wtoottops (64s Super) 384p 

£ a tonne unless otherwise stated, p-paneefleg. 


o-cents/Lb. r-ringgit/kg. q-Jun/Jul t-Juin u-Jul 
tfJui/Aug. x -Jul/ Aug. tMast Commtsalor aver- 
age tatstock prices. * change hum a week ego. 


FRUIT ft VMTMUS 

Cape Golden Dellckiua are superb value 
tWs week a! 45-55p a lb (45-5Sp). reports the 
FFV1B. Royal Gala and Gala apples from 
Naw Zealand are also plentiful at 65-70p 
(8S-T0p)- Span hi strawberries are E5-70p a 
to and grapefruit l5-29p each. Sparta 
bre«o« at 60-SOp a lb and 35-46p per 8oz 
pre-pack la abundanL Other good 
vegetablaa include cauliflower at 40-60p 
each, asparagus at £130-130 a Ihsid naw 
English potatoes at4030p a lb, wtlh Jersey 
Royals at 483Sp a ib. English tomatoes at 
50-03p a lb, cucumber at HHSCp each. 

Round lettuce at l5-2Sp each and iceberg at 
8WSp each are an plenWul, 



Ctoea 

Pravtoua 

Mgh/Low 

Jun 

1210 

1280 

12081200 

Jul 

1180 

1173 

1180 

Aug 

1180 

1140 

1170 1150 

Sap 

1163 

1133 

117.0 1150 

Oct 

1180 

1133 

117.0 114.0 



Ctote 

Pravtoua 

Mgh/Low 


May 

4033 

4012 

4010 

4020 

Jun 

4043 

4033 

0 

0 

Jul 

4003 

4050 

4000 

4018 

Sap 

411.2 

4187 

4113 

4083 

DM 

4181 

4170 

4186 

4153 

Jan 

4281 

4190 

0 

0 

Mar 

42SO 

4211 

4243 

4243 

May 

4589 

4384 

4320 

4320 

Jul 

4381 

4350 

0 

0 

Sap 

4410 

4413 

0 

0 


Oeae Pravtoua High/Low 

33 8936 9136 90L40 

Oct 79.18 60.00 7930 

Dsc 7333 74.03 7630 

Mar 7436 7438 7430 

“IF 7828 7630 

Jul 7530 75.70 7830 


WHEAT S300 bu min; oentsJBDto-buana l 
■ • . Clmm Previous tgghftaw 

May 332/4 *5«r 322M 

Jul 290/8 • a 20012 

8ep 808/4 308/0 306/4 

Doc 3W0 3WB SW2 

M»r . 328/4 32W 826/B 

. Utte Ctntx 40080 Ms; 

Close Pnrvtooe tflghAaw 


ORAWQgJWCe 18300 toa;centaribe 
Ctote Pravkaia H/gh/Low 
Jul 12235 isn at) iaapp 

Sap 12030 120.18 12130 

NOV 11630 11830 11930 


Jun 

7532 

7822 

AO0 

7530 

7822 

Oct 

7407 

7877 

Dac 

7847 

7840 

Fab 

7402 

7890 

APT 

7875 

7535 

Jun 

7435 

7430 


MgMLaw 

7575. 

W2 

7837 

7337 

7530 

7BJB 

7438 - 


uvenoa* 30300 Ibicanta/ 
Ctoea - P revio us 


Jul Sep Jul Sep 


67 92 1 

26 40 b 8 

S 20 33 29 


TumoverlOS (94) lots ol &250 kg 


Jul Sep Jul Sap 

"m In 1 4 

U 43 14 16 

2 18 53 -41 


HIGH QRAOB COPP6R 25300 lbs; oems/tos 
Close ' Previous High/Low 


Ctoao Prev. High 


May 10030 10060 10130 10030 

Jun 10040 8635 10030 98.70 

JUS 8620 9655 0 8838 

AUQ 9030 88.15 0 0 

Sep 9830 07.75 8830 97.75 


kEUTBW (Base: September 18 1831 ■ TOO ) 
May 23 Maya math ago yr ago 

tT283 1T233 17503 182 07 

POW JOld (Baam Dec. 31 1874 - 100) 


May22 May 21 mnHi ago yr ago 


Spot 129.17 12832 12839 13637 
ftnurw 12610 12638 TZTJO 133.17 


ww - Previous MghiLow 

SMS 6735 
M 3530 8ELQ7 6535 

Aug 5277 . . 6222 «sa* 

Get 4735 47.10 *fJ7 

OOC VS3 47.02 473-7 

^ 4730 47.15 4730 

Apr 4637 4635 . 4575 

Jun 49.73 49,78 Q '. . 

POtac muem 4Q3QQ toa: oanarib 

Cta *° Ftwvlotto HladfLow 

m 3 

•W 5B3Q 59£5 





LONDON STOCK EXCHANGE 




Base rate hopes drive equities higher 


FINANCIAL TIMES STOCK INDICES 


Ui|p lUy Uay May May Vaar , Stow Compltallon 

23 23 21 20 17 Ago High Low High lew 

84.47 34.49 84J7 84.18 34. M 78.33 555 82. 17 127.4 4&-1® 

(lore) (271) (8/1/35) <371/75) 

9348 93.49 93.41 93.38 93.51 87 J9 94 84 90.59 

(9/4) (2/11 (28711/47) (3/1/75) 

1945.4 1933.4 19415 1827.3 1926.2 1805.2 VMS 16083 3014.5 4M 

(6/4) (18/1) (5/8/91) IM/B/40) 

184.4 iSSi ttSS 1684 1553 2027 179J 12™ ..SSL, 

(14/1) I22Q) (15^/83) tasnoffn 

2482.8 2486.9 24817 2466 6 2453.0 2277.1 2S45J 20S4.B 25463 MM 

(5/4) (1871) (5/4791) (2377/84) 


- : vr- c; t THE tug-of-war - between 
inflation and interest rate pres- 
-V.T-. 'C‘ : sores within the TZBL'.caxue to 

c -■.■^"■5 1st the bofi. in. the London stock 
* market yesterday, when share 
„ * prices ‘responded optimistically . 
> - ■ ^ to speculation .that the .UK ■ 

- a authorities plan to cut domes- 

i 7 J : '4 tic interest rates today. 

Operations in the London 
~y- 1 money, markets yesterday. 

V *>5 VJ afternoon by the Bank of' 
England appeared to indicate 
that the UK central bank 
' might accept toe haj&potat cut 

m UK base rates- as a first step 
to the l&-polnt redaction on 


. I .7 ■ J -M 


■ ^ - rn-*-- -fcij. 1 oKeroay a evaunueu arnmess 

in the starting exchange rate 
index encouraged hopes that 
the widely expected cut in base 
• . -j rates cannot be too far away. 

■ J ‘* ii uco^? 5 However, the equity mar- 
-7; Set’s response -was muted and 

0 ~ 7 i r— 

■7;:g| Spoiling 
• 7;|Jg tactics. ■/■■■■ : 
^ denied 


May 17 

MtHHDMs 

Myg 


share prices dosed bekiw the 
best levels of the day in spite 
of a firm opening to the new 
Wan Street session. Investment 
confidence was checked by the 
disclosure - of a ■ virtually 
unchanged UK trade balance 
for last month, which seemed 
to cast doubts over the recent 
improvement in Britain’s bal- 
ance of payments. 

After a slow start, the FT-SE 
Index gained nearly 19 points 
at the day's best, before shad- 
ing off the top in late trading 


when some profits were taken. 
Hie final reckoning showed 
the Footsie index at 2,482.8 
with a net gain of 1&9. 

The market advance lent 
heavily on gains in a few spe- 
cific stocks. ICI moved up 
smartly, with Wellcome, the 
pharmaceuticals group, also 
strong on market hints that 
the problems over Hanson’s 
interest in ICI could be solved 
by a link-up on the drugs side 
between id and Wellcome, the 
drugs group famed for its anti- 
aids products. Such sugges- 
tions were first heard last 
week, immediately after Han- 
son acquired its stake in the 
blue chip UK «in«wii»ai com- 
pany. 

Equity Investors were again 
disturbed ter fresh evidence of 
the effect on UK corporate 
trading of the recessionary 
pressures which lie behind the 


Food Manufactigtafl 

FT-Actuarfes-todax relative to the FT-A Ad-Share Index 
110 


r *jy8 


-- " ""-V 

--- r : z aiot, THE speculation surrounding 



■“ - 1 S Tree* . 


. - —“i sarifti: cent stake in the chemicals 
giant, continued yesterday as 
■•■V-usi xhWr market reacted to segges- 
tkms of a link-up between Id 
.v %rjc£. : ^ and Wellcome in a spoiling . 
•• r ;• move any Hanson bid . 

Shrugging aside press sug- 
■ _ - lci .^: gestkms that political opposi- 

‘ tion to any predatory moves 

( against. ICI was' gro win g, Id 
i j shares progressed to dose 19 

higher at 1246p. Turnover was 
v ” T * , -3VU a respectable 2.7qi shares)wito ‘ 
speculators said to be betting 
on imminent further develop- 
ments in the situation. The sto- 
■ —If v:-v»a : . jjgg a phmmiWHTtiraih HnV 

Avncssfe between ICI and Wellcome 
- - ~ J& Qas were r e p o rted as being denied 
■ C2-*; a: by-. the latter. Hanson settled 

• 4 !-'i5 cj i 1% tinner .at 21 2p oh.&dm. 

"■ -‘ 7 -jj- : ';^2s- Wellcome shares, which had 
~ 1 • been strongly boosted by a buy 

-• yjrzi recommendation, from US teo- 
kerage house Lehman Bros, 
~u?.~ dosed 9 higher at G08p.on vol- 
,<r a- - ■- — nthe of lin. ... 

UEaisrjr • • . a. *. 

. Storehouse active : 

. !.• *" ■ £l ' A two-way pull developed in ' 

- -j.; Storehouse, toe retailing con- 

. .. V- r 2 izzi glomerat e, ^af ter ‘It r^orted 
■ • annual profits down by. more 


-'.V.i 'r-V i ■ i 





In spite of the second worst recession since World War n, 
food m an u factur i ng has not provided much of a safe 
haven for Investors. As well as proving to be less reces- 
sion-proof than previously thought, the sector has suf- 
fered from lack of any major bid activity. In the last year. 
Sir James G oldsmith sold ms per rfni» in Wanim 
Hovls MeDougall; General flm»ma disposed iff its 17 per 
cent interest m- Cadbury Schweppes; and Mr Larry Good- 
man sold Ids 9 per «w»t holding fn Unigate. Furthermore, 
economic recovery may boost cyclical stocks before food 
manufacturers, analysts believe, 
bad adopted a highly positive market estimates. 


urgent calls for further cuts in 
‘ domestic base rates. Store- 
house, which through its Brit- 
ish Home Stores and Habitat 
subsidiaries reflects a major 
sector in UK retailing, com- 
mented that “toe spring sale 
has not happened an d the sec- 
ond half of last year has been 
pretty bloody - but we are out 
there fighting”. 

Seaq trading volume 
remained disappointingly low 
at saw im shares against 459.4m 
in the previous session, which 
was marked by Increased sell- 
ing pressure, according to mar- 
ket traders. Analysts remained 
depressed by the overall corpo- 
rate background and again 
flinched in toe fa r** of sugges- 
tions further rights Issues 
could soon fall on a ™rifg/ 
already badly hurt by the 
weight of fund-raising moves 
since the turn of toe year. 

«nH moved ahaod 8 further to 
393p. Most investment houses 
put toe stock on hold with a 
recommendation to be over- 
weight long-term, but Hoare 
Govett thought it undervalued. 

Analysts Mr John Doree and 
Mr Martin Evans said any rela- 
tive weakness following 
Wednesday's good figures 
should be used as an opportu- 
nity to acquire stock in a well 
managed wimpny which, on 
an 11 per cent discount, is by 
no means expensive given toe 
steady earnings outlook. 

Whitbread, one of toe four 
big brewers, beat market 
expectations with a near 10 per 
coat rise in »™in»i profits to 
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stance bn Lloyds after a City 
lunch, increasing its profits 
and (Bvldend forecasts for toe 
bank. • 

Dealers said Llovds Was set 
on a pcdicy of real growth in its 
dividend and that the bad 
debts situation was not as 
severe as had been thought. 
Lloyds has been badly affected 
by the problems over l£r Larry 
Goodman's business, as well as 
FoBy Peck and International 
Leisure. It is .toought to be a 
lender to Brent Walker. 

There were suggestions that 


r.l-rlx than .a, at . £a2jiL..T3)e fig* Hoy da . had • controlled, costs 


- — — on toe results. However, before 

r ' : ' " . 7.77, exceptional sterns, profits were 
— - »- - — r dose to expectations and thin 
a encouraged some buying at toe 

- ' : " '-T '-2. lower leyels,. Reaving the, stock 
. — s ■“ mufoanged at lDlp on turnover 


- -:t2u=i^of 5Am. 

Opfnlon is divided an Store- 
..." .as =? house, with some specialists 
-zr-si'- not, expecting a “strong recov^ 




■ only 'take a percentage 
increase in sales to teed 

■ through into hitter profits. 
Profits of 221m prior to excepr 
tional items compare with 
sales of £12bn, making it one 
of toe most operationally 
geared retailers. 


try) debt, provisions. . 

Lloyds' Bank ghares ended a 
n et 11 hig her at 842p after 
heavy, tumoverof 18m. 

BT pleases 

- The market gave an immedi- 
ate and positive response to 
the preliminary figures from 
BT (formerly British Telecom), 
which revealed profits — up 14 
per cent for the year - ana toe 
dividend - increased by 
almost 18 per cent for toe 12 
months ~ at toe top end of 


BT stock, a strong performer 
throughout the week, closed 
10% ahead at 383%p with turn- 
over reaching 9.4m, well above 
its rnmal levels. 

Most analysts were pleas- 
antly surprised by toe figures, 

an«l pntirtwl out that thg uptick 

in profits was largely due to a 
lower than g»r«wfcpH tax charge 
and a steep reduction in staff- 
ing levels, which were some 
1&500 down over the year. On 
the latter, specialists said 
company now looks likely to 
achieve targeted job cuts of 
35.00078, year ahead of the. 
scheduled March 1993. 

Mr John E Clarke, electron- 
ics analyst at Daiwa, the Japa- 
nese securities bouse, said he 
was looking for profits of 
£&3bn in the current year. He . 
added that there was “still 
plenty of upside potential in 
the shares”, which he thinks 
“wffl still o ut per for m the mar- 
ket”. Mr Chris Tucker at Carr 
KItcat & Aitken said he was 
sticking with his current year 
Tii m ih ur of £8jttbm “We remain 
positive an the stock.” 

Coaxtaulds overcam e the 
consensus view that the group 
would be stretched to repeat 
last year’s growth in earnings 
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NEW HIGHS AND LOWS FOR 1991 






Lloyds Bank rises 

f | A largely lacklustre showing 

: by toe banks was reversed in 
i‘ \ mid-afternoon when- Lloyds 
^ i Bank-- spearheaded a -strong 
? ; 1 and sustained upturn in the; 
c 1 1 sector. 

Driving Lloyds higher, as 
< well as the sector, was a stray 
' ' that a leading investment bank 
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£39L5m, a pIttHIht 1nrrpa«a 
m total aividend fii*«t rlhnti rei _ 

Analyst Mr hfike McArthy of 
Smith New Court was 
impressed, saying: "Unlike oth- 
ers in the sector, Whitbread 
has successfully used the 
period of recession as a time to 
invest in its estates and con- 
cepts, leaving it very well 
placed to respond to any 
revival in consumer confi- 
dence.” The “A” shares 
regained Wednesday's fall and 
closed 13 up at 486p. 

Positive advice both from 
Hoare Govett and BZW in the 
wake of Wednesday's lower 
profits touched off a rally in 
Bass, which regained 17 to 
971p. County NatWest thought 
toe shares were ffltely to mark 
time for a while and main- 
tained its stance to sell fatn 
strength. BZW also afforded a 
buy rating to Grand Metropoli- 
tan, up 13 at 777p. 

Guinness, on the other hand, 
was beset by reports emana- 
ting from toe traded options 
market that French group 
LVMH, in winch it holds a 24 
per cent stake, could be consid- 
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Managing 
director 
of Minet 


■ MINET HOLDINGS, part 
of The St Paul Insurance 


■ THE SALEX GROUP, 
Colchester, has promoted Mr 
John Warwick to the board. 
He is sales director of 
subsidiaries Sound 
Attenuators, and Sound 
Attenuators Indus trial. He 
joined the company in 1989 
from Thorne Wn ginwgring . - 
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appointed Mr Feta Christie 
as group managing director . 
anaddef operating officer 
from June 1 based in London. 
He is currently agroup deputy 
chairman and responsible for - 
the group’s'inter&ts inNorth 
America. - . 

■ Mr KJchard Strong has been 
appointed auoat-wcuflv e 
director of the HOT WALKER 
group. He was chief executive 
of the Strong & Ftehet»raip. 

■ POLYPiPE has made Mr 
Brian Jones managing director, 
of Oasis Leisure Products, 
m an ufa c tu rer of plastic garden 
furniture and patio sets. He 
was previously managing 
director of Hartman UK. v. 
Polypipe acquired Oasis last , 
November.'. 

■ Mr Nicholas Butt and Mr 
Nick DUlan have been . . 
appomted directors of .. 
ROBERT FLEMING & CO. 




'- t *.s ■ Mr B(* Junes hasbeen 

T ; * 1 ; ^-nolBiaAiiflMEMriln.-'. 

^ chairman of PC-. ~ 

— -a*- \ .- V/, COMMUNICATIONS fiuQbwing 

* >*?' -:'■ its management buy-oot from 
•’ ^ ** Atybameric. He win also - 

^ * k represent St which financed ' 

_ 'J the buy-out 
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■ MANUFACTURERS : - 

HANOVER has fonneda 
European secnritteaHonund • 
securities finance department, 
which, will be headed by Mr. 
Andrew Dobson (pictured), 
managing dbectorin London: : 
Jaining the department for ! ; . 
recuritisaticai operations are - 
Mr Stephen Oxaibridge, vice., 
president and previous head 
of the international- - . 

gggjHWjCM B niMrll;lwi ' i(W4fnn 

at First National Bank of . 

fMwig n, T^rndnn- Mr BifliBn ) - . 

Senior, vice president; arid Hr ' 
Andrew Gardner, investment 
banking officer. For mlvate 
placements Mr Paul Varotris 
will be joining the unit in 


litmdnn f Wwi> gwlffs Bank 
Corporation in New York, to 
orchestrate European borrower 
access to US investors via 
M a nufac turers Hanover’s New 
York private placements team. 
Ms Avril Hamnlll will 
continue to play a similar role 
in. London for access to 
Japanese inves to rs in Tokyo. 
Mb Susan Moore will as before 
cover Japanese corporate and 
teasing company rel&rinnahipa 
in Europe. 

■ THE PENINSULAR AND 
ORIENTAL STEAM 
NAVIGATION COMPANY has 
made the following changes. 
Mr Alan Hatchett, resp on sible 
for the group's port interests, 
retires from toe main board 
on September 30. He will 
continue as chairman ctfP&O 
Pension Funds fovestments. 

Mr Alae Black will relinquish 
toe chairmanship of P&O Bulk 
Shipping on May 3L Main 
board director Mr Tim Harris 

will succeed Mm, and will 
rnn(T n i w » in hw 

appointments. Mr Karl 
nmmemamu managing 
director of P&O Bulk Shipping, 
will additianafiy become 
d^mty chairman. Mr Black 

will n^aln responsibility for 
.the group’s safety and 
anvinmmental policies, POTs 
Pakistan interests, Three. 
Quays Marine Sendees, and 
P&O Group Insurance. He 
retires from the main board 
on December $L 

■ INTEGRAL TECHNOLOGY, 
Alton, has appoint e d Dr 
Boi nm - t HTiiT wy as managin g 
firector. He was technical 
director at Third Wave 


Systems, and the move follows 
the recent acouisttian of a 
farther 39% of the equity of 
Integral Technology by Third 
Wave Network, bringing the 
total holding to 94%. 

■ LYNX HOLDINGS has 
appointed Mr Richard Last 
as group managing director. 
He was finance director of 
Quandrant Group. 

■ Mr Tony Evans, formerly 
with Fasanidge Sen & Norris, 
has joined the JOHN 
LELLIOTT GROUP as 
managing director of Riverside 
Monlmngs, a fibrous plaster 
specialist based in Greenwich. 

Nissan Motor (GB) 
senior posts 

■ Despite & court battle with 
Nissan UK over vehicle 
distribution rights In the UK, 
NISSAN MOTOR (GB) 

rnrrHnnwR tn mate 

appointments. Mr Andrew 
Green, formerty purchasing 
director at Rover, becomes 
; marketing director. Hr 
Anthony Eastwood, formerly 
-.manager of employee relations 
planning at Jaguar, Is to 
become personnel manager. 

Mr Jon Beveridge, dealer 


of Europe, is to become dealer 
a ppqjnfanettto manag er. Two 
executives from Nissan’s 
Sunderland assembly plant, 
Mr Jod Motte, sales manager, 
and Mr Jou EEL quality 
assurance manager, have been 
appnin tpd Mldbrndg r Bgtmwl 
sales manage and product 
support manager respectively. 


Most of the international 
blue chips stocks were firmer 
yesterday with the notable 
exception of the oil sector, 
which failed to follow the rest 
Of the London market. 

Market strategists appeared 
slow to accept yesterday’s rally 
in equities, which still left the 
FT-SE Index well short of the 
2£00 mark regarded as the sig- 
nificant turning paint for equi- 
ties. Equity market chart strat- 
egists remained particularly 
cautions, with Mr Richard 
Idke of Hoare Govett, the Lon- 
don brokerage house, warning 
that the Footsie index may 
now be “working downwards” 
with a short-term correction to 
the 2.300 level likely. He 
believes that T/m vI ah Is at risk 
to a Dow Jones Industrial 
Average poised to break down- 
wards just as the Nikkei aver- 
age h«g tmmd bearish. 


ering fund-raising. Guinness 
shares weakened 24 before ral- 
lying smartly behind as official 
denial by LVMH to end just a 
penny off on the session at 
938p. Talk of agency broker 
James Capel being positive on 
tiie stock helped the recovery. 

Sovereign Oil A Gas fell 
sharply by 16 to HOp, 
reflecting worries about a pos- 
sible downgrading of its Emer- 
ald field reserves. 

Hopes of a counteroffer saw 
shares of retail pharmacy 
group Macarthy move above 
the level of the all-paper hos- 
tile bid from Scottish-based 
mini-conglomerate Grampian 
Holdings. Speculation on the 
Identity of the possible third 
party ranged between King- 
fisher, Lloyds Chemists, AAH 
Holdings wnr! Unichem, the 
company which Macarthy tried 
to acquire three years ago. 
Some traders were of the opin- 
ion that the exit price for 
Macarthy (up 32 mote at 224p) 
could be around 240p. 

Medeva, toe fast-expanding 
pharmaceutical company, 
recorded unusually heavy 
turnover of 13m shares yester- 
day, the day the funding 
arrangements were unveiled 
for its first US acquisition. 
These onfaiii thp placing of 45m 
new shares at 126p each, sub- 
ject to an open offer to existing 
shareholders. Singte tr p/tefr of 
4m and jg m share s, both at 
150p, were done as the stock 
advanced 10 to 149p. 

■ Other Market statistics, 
including thp ET- Actuaries 
share indpr »md L ondon 
Traded-Options, Page 14 
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TRADING VOLUME IN MAJOR STOCKS 
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EQUITY FUTURES AND OPTIONS TRADING 


GUINNESS suffered a sharp 
early decline following an 
options market trade which 
reflected anticipation of a 
large fall in its share price by 
eeid of tiie summer. 

The movement was trig- 
gered after Anglo Pierson 
bought 200 August 850 puts at 
8Kp, an investment which 
gives the option holder the 
right to sell 200,000 Guinness 
shares at 850p any time until 
the aid of August 
There was also speculation 


that LVMH, the French luxury 
goods group In which Guin- 
ness has a 24 per cent stake, 
was planning to wfc* a rights 
issue. This was later denied. 

Talk of Guinness bond hold- 
ers converting into equity 
latpr in the month also weak- 
ened the shares, but they ral- 
lied to close 4 down at 935p. 
The November 900 calls were 
also actively traded. 

British Telecom 390 calls 
were bought and August 360 
puts sold after stranger than 


expected profits. Hopes of 
a recovery in Sears again 
prompted activity in Its 
options. A buyer of 500 Decem- 
ber 100 Mils boosted turnover. 
GEC August 200 calls and 
Hanson August 220 puts were 
also busy markets. 

FT-SE 100 index futures con- 
tinued to l**rfc any Inclinat ion 
to lead the stock market June 
closed 22 points np at 2,495 
and maintained a pr e m ium to 
the spot index of around the 
fair value level of 10 points. 
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Wright Seliigmani 
International Growth Fund 

Wiright SeliMoanUK 

Growthrund 

Wright SeKgman UK 
Income Fund 

Redemption of units in the above authorised Unit Trusts 
has been suspended by Wright Sehgman Bind Managers 
limited with effect from 4.00pm, Tuesday 21 May, 1991. 

This arfinn ha< been falcen by Wright Selig mnn Bind 
! Managers limited with the agreement of Lloyds Bank Pic. 
1 as Trustee, having regard to the interests of unitholders, 
after investigations revealed suspected irregularities in the 
provision of margin for option dealings. 

In accordance with relevant regulations the SIB, IMRO 
and LAUTR0 have been informed. 

Lloyds Bank Pk. b a number of IMRO. 
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New Zealand 

£200,000,000 

Floating Rate Notes 1997 


Lloyds 

Bank 


THE THOROUGHBRED BANK. 


Coupon No. 24 wiQ therefore be payable on 22n d August, 1991 
at £1,465.07 per coupon from Note* of £50,000 nominal and £]46J1 - 
per coupon from Ndki of £5,000 nominal. 

S.G. Warburg fic Co. Ltd. 

Agent Bank 

IIIIIIIIIIIIIIIIIIIIIIIIIIIIIHIIIllllllllllllllllllll 

' Notlca of Redemption 

BERGEN BANK A/S 

YEN 10,000,000,000 

Zero Coupon Notes Due 1993 (thw “Notes") 

NOTICE IS HEREBY GIVEN pursuant to Condition 5(c) of the 
tem» and conditions of the above-mentioned Notes, that Den 

norete Bank AS, formerly known as Bergen Bank A/S, (the "Bank*) 
has elected to redeem on 28th June. 1991 (the "Redemption Date-) 

an of tts outstanding Yen 1 0,000^)00,000 Zero Coupon Notes Due 
1993 at 91.33 per cent ol their principal amount 
The Notes should be presented and surrendered to the paying 
agents (os shown on the reverse of the Notes) on the Redemption 
Date. 

May 24, 1691 

OTIBAWO ! 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


F INANCIAL TIMES FRIDAY MAY * Wl 

MONEY market FUNDS 


FOREIGN EXCHANGES 


FINANCIAL FUTURES AND OPTIONS 


Sterling firm as dollar falls 


UFrt LONG OI FUTOKS oraon 
J3Q0H 44ffci of L0#% 


um os inuvir mo 
HM^MMacarierb 


PROFIT-TAKING hit the dollar 
yesterday, pushing the cur- 
rency lower at the London 
close. A rise of 23 per cent in 
April DS durable goods orders 
was the first gain in the data 
so far this year. It followed a 
revised drop of 4-5 per cent in 
March, and was stronger than 
market forecasts of a 2.1 per 
cent increase. 

This provided the dollar with 
temporary support, but it fell 
back after falling to decisively 
break through DM1.7300. This 
led to profit-taking amid specu- 
lation that the Federal Reserve 
might be about to ease its mon- 
etary stance by cutting the tar- 
get rate for Federal funds on 
the New York money market. 

The Fed quashed any such 
ideas by draining liquidity, via 
overnight sale and purchase 
agreements, as Fed funds 
traded at 5% per cent. This 
was below the assumed target 
level of 5 Vi per cent, but in 
general analysts doubted that 
the Fed needed to intervene. 
Dealers suggested that the 
action might have been a sig- 
nal to the market that credit 
policy has not been changed. 

Mr Brian Fabbri, chief econo- 
mist at Midland Montagu DS. 
told a New York meeting of the 
British -American Chamber of 
Commerce that the target rate 
for Fed funds will probably fall 
to 5 per cent by the year end, 
but that this is unlikely to pro- 

C IN NEW YORK 
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duce a quick expansion in the 
economy. He added that the 
recession “seems to have hit 
bottom and lost some of its 
intensity but (the economy) 
certainly hasn't turned up yet. 
Recovery is a good deal away.” 

A survey among members of 
the US National Association of 
Business Economists pointed 
towards an end to the reces- 
sion in the second or third 
quarter, but 93 per cent of 
those surveyed said they 
expect the recovery to be 
slower than normal. 

At the London close the dol- 
lar had fallen to DMI.7140 from 
DM1.7215; to Y137.70 from 
Y138.00; to SFrl.4560 from 
SFrl.4595; and to FFr5.8225 
from FFr5.8450. On Bank of 
England figures the dollar’s 
index declined to 66.0 from 
66 . 1 . 

Currencies in the European 
exchange rate mechanism 
traded steadily. Sterling 
remained the second strongest 


member, ahead of the itaHan 
lira, but still well below the to p 
placed Spanish peseta. The 
Bank of Spain denied it has 
any plans to cut the peseta’s 
ERM band to 2V< from 6 per 
cent 

Sterling’s strength encour- 
aged speculation that the Bank 
of En gland may allow a cut of 
% point in UK bank base rates 
today. 

UK trade figures for April 
had little impact on the pound. 
A trade deficit of £839xn and a 
current account shortfall of 
£339m, after taking account of 
a surplus of £500m on Invisible , 
earnings, was in line with 
expectations. 

In London sterling rose 85 
points to $1.7350. It also 
climbed to DM2.9750 from 
DM2.9725; to FFrl 0.1025 from 
FFrl 0.0925; to SFriJ.5250 from 
$Fr2L5200; and to Y239.00 from 
Y238.25. The pound's index 
gained 0.1 to 92.0. 
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An optimistic mood 


THERE WAS a softer tone to 
interest rates in London yester- 
day, with the market hoping 
the Bank of England will 
endorse a cut in bank base 
rates today, now that two 12 
per cent borrowing facilities, 
for seven and 14 days, with the 
central bank have expired. 

Recent comments by tbe UK 
prime minister and the chan- 
cellor of the exchequer have 
led to speculation about an 
early rate cat, but there was 
little obvious encouragement 
from the Rank, of England’s 
action on the money market 
yesterday. 


UK clearing bank bass ImSng rate 
1Z per cent 

from April 12, 1991 


The authorities provided most 
assistance late in the day, to 
absorb a very large credit 
shortage. The amount of help 
supplied was also less than the 
underlying shortage, according 
to official figures. 

■ Yesterday's UK trade figures 
for April were in the general 
region of most forecasts mid 
had no impact on the market 
JThree-month sterling 
interbank fell to from 

llft-llj! per cent, and 12-month 
money eased to from 

11 ‘A-ll per cent 
Prices of short sterling 
futures on Liffe reacted 
favourably to hopes of lower 


cash rates. June delivery 
opened higher at 88.78 and rose 
to a peak of 88R2 before closing 
at 88.81 compared with 88.76 
previously. 

Pay-today credit was in very 
short supply on the money 
market The Bank of England 
initially forecast a shortage of 
£ 1,350m. but revised this to 
£l,400m in the afternoon. Total 
assistance of £l,259m was 
provided. 

An early round of help was 
offered, but at that time the 
authorities bought only £8m 
bills, by way of £5m bank bills 
in band 1 at 11% per cent and 
£3m bank bills in band 2 at 11{| 
per cent Before lunch another 
£66m bills were purchased, via 
£5m bank bills in band l at 
11% per cent; £16m Treasury 
bills in band 2 at lift per cent 
and £45m bank bills in band 2 
at 11{{ per cent 

In the afternoon £780m bills 
were bought, through £101m 
Treasury bills in band 1 at 11% 
per cent; £649m bank bills in 
band 1 at 11% per cent; £5m 
Treasury bills in band 2 at lift 
per cent: and £25m bank hills 
in band 2 at ll}g per cent Late 
assistance of around £405m 
was also provided. 

Bills maturing in official 
hands, repayment of late 
assistance and a take-up of 
Treasury bills drained £584m, 
with exchequer transactions 
absorbing £710m and a rise in 
the note circulation £145m. 
These outweighed bank 
balances above target of £70m. 
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LONDON MONEY RATES 


Interiunk Offs- 16 

Interbank Bid U>a 

Sterling CD* - 

Local Authority few. ... 12 >z 

Local Authority Bowls.. 

Discount Mkt Begs 13 


Discount Mfct Dens 

Company Deposits 

Financf Home Deposits 


Treasury Bills (Boy) . 
Bank Bills (Bw) 


Fnw Trade Bills ISuy)., 

Dollar CDs 

SDR Linked Dep. offer . 
SDR Linked Dep. Bid. _ 
ECU Linked Dep. Offer . 
ECU Linked Dep- Bid ... 


7 days One Three Six One 

notice Month Months Months Year 

12A 11% Uii lit. Hi, 

12S 11*5 HU 11 10% 

Ug 11 lj 11,1 11 J 

U\a US U>a 11A llfi 

12 tg 116 116s - I 

11% 11 A lit, lit, 

116. 112 Uh 10S 

llh loS 10A - 

U>t U£ IQS, 

- 508 5.95 608 6.47 

25* 

7fi 7tt 7» 70 

9H 9*, 9? 9? 

93 9«* 94 9i 


rtsprey in 
Ifencnurc kSt 

just around tke corner 

IromTlie Bank. 


Treasery Bills Is* ID; onwnooth U J, per can; three momlo 10Q per can; six nrantm 10i per 
cem; Bank Bills belD: one-month 11 A per «rt; three months 1021 per cert- Treasure Blits; 
A«a09e trader rate of dlscaum 10.8427 p-c. ECGD Fbted Rate SterUnj Export Finance. Make up 
day April 30 ,1991 ■ Agreed rate for period May 26.1991 to Juyejg ■ 1991. Scheme I; 13.07 
pc, Seh ernes II & III: 1332 p.e. Referenc e rate for period March 29,1991 to April 30 , 1991, 
Scheme IV&V: 12.024 pjL Local Authority and Finance Houses seren days' notice, others seven 


i . 'V - s i 


sIx-oIm months 10 percent; nlne-tweire monte 9i* percent; Under £100.000 81* per cent from 
April 15,1991 , Deposits withdrawn far cash 5 per cam- 


153 Fenchurch St London Tel 071-626 2160 
For a catalogue contact Mr Allan Henson 


ACROSS 

1 Fights take time; they’re 
usually boring (8) 

5 A Scottish inventor ought to 
return capital (6) 

10 Joke about instrument of 
torture (5) 

11 Even golf clubs use these to 
make thing* smoother (9) 

12 Sam’s back in goal for 
cavorting in bloomers! (9) 

13 Thought leading lady per- 
fect (5) 

14 Lots different to Elizabeth, a 
stable person (6) 

15 Wander if vehicle reversed 
long way round (7) 

18 When in bed lord beard 
applause (7) 

20 After last ni ght is introduc- 
ing cunning painter (6) 

22 limes one holding posh cat 
(5) 

24 Recall the Queen turning to 
prayer <9) 

25 Grows in folds (9) 

26 Manage to return to Holy, 
head for a tlnw» (5) 

27 Artificial aster developed by 
Zulu leader (6) 

28 String on pole round which 
Slides wild sloth (8) 


DOWN 

1 Change into suit <6) 

2 In Alcoholics Anonymous a 
single drunk's painlessness 


3 Thanks me - can’t move 
without specific information 
05) 

4 First person in golf club is 
taller (7) 

6 Turn tree oil Into liquid 
TNT (is) 

7 Solitary porter carries on (5) 

8 Acquitted sailors loved 
being free (8) 

9 Poor actor with very big 
name climbing into cab (6) 

16 Fool, with hesitation, 
stock into cabbage cfeb (9) 

17 Facing counter, accepts it 
(H) 

19 Through US mom getting 
the tanl (6) 

20 Charged BLQ a hundred sec- 
ond-hand (7) 

21 10 s*® spiteftil women 

topless! (6) 

23 Steals chips (5) 

Solution to Pna&e No.?,£G0 


□naans □□sees 

HQ a D U 14 

□asanas ededqgd 

H B Q Q B II fl 

f3QE3HHQH0flQ QGDO 
n q an 
aHEJQQ HQanEiQOE 

maaoEissH oEcoa 

H a EDO 

a PFr? gGananaoHa 
a a n □ n h n 

cnaaaco 
o 0 q n o a 
^gasaaq acEGiQa 
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TOKYO - Most Active Stocks 

Thursday 23 May 1991 
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POWER 

GENERATION 

EQUIPMENT 


The FT proposes to publish this 
survey on 

Jme 12th 1991. 

The FT is read by 54% of Chief 
Executives in Europes top 2000 
companies. If you want to reach 
this important audience, call 
Philip Dodson on 071 873 3389 
or fax 071 873 3062 

Data source: Chief Executives in Europe 1990 
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or Andrew Taylor in Frankfurt 
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NEW YORK STOCK EXCHANGE COMPOSITE 
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Economic figures prove 
mixed blessing for Dow 


Recovery in Europe’s chemical sector fades 

Poor first-quarter results and slack demand are to blame, writes Antonia Sharpe 


Wall Street 

THE STOCK market remained 
stuck in a narrow trading 
range yesterday morning, but 
then share prices began to fall 
in the wake of some arobigu- 
ous economic news, writes Pat- 
rick Barverson in New York. 

At 1.30 pm the Dow Jones 
Industrial Average was down 
21.02 at 2.889.31. The more 
broadly based Standard & 
Poor's 500 was also a touch 
lower, down 1.06 at 375.13 at 
lpm, while the Nasdaq com- 
posite of over-the-counter 
stocks held on to its gains and 
was up 1.73 at 489.02. Turnover 
on the New York SE was 109m 
shares, and declining issues 
outpaced advancing issues by 
705 to 660. 

The day’s economic figures 
were a mixed blessing for the 
market A 2-9 per cent increase 
in April durable goods orders 
was seen as mildly encourag- 
ing, especially as it included 
signs of strength in the manu- 
facturing sector. However, non- 
defence orders fell by 10.3 per 
cent during the month, an indi- 
cation that the recession is by 
no means over. 

With such conflicting evi- 
dence on the state of the econ- 
omy. analysts said that inves- 
tors were likely to keep their 
heads down for the immediate 
future. 

Among individual issues, 
DAL shares rose $2’4 to $145% 

ASIA PACIFIC 


after the airline said that sys- 
tem-wide capacity - the num- 
ber of aircraft, hubs and routes 
it runs - would reach an 
all-time high this August The 
stock was further boosted by 
an upgrade from Bear Stearns, 
the broking house, which 
raised its rating from a “buy” 
to a "strong buy". 
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Other stocks in the airline 
sector were also higher on a 
feeling that the worst of the 
slump for domestic carriers is 
over, with US Air up $V< at 
$16%, Delta at $70 > />. and 
AMR. parent company of 
American Airlines, $% at 
$61%. 

Orion Pictures, which 
declined earlier in the week on 
news of fourth quarter losses 
and a debt restructuring pro- 


gramme. plummeted $1% to 
$4 '/■ yesterday on reports that 
the film studio's finances are 
in worse shape than originally 
disclosed. 

Digital Equipment, which 
has won a Navy contract worth 
up to 5140m. edged $7a higher 
to $63%. 

Centocor climbed Sl% to $69 
in brisk trading after the com- 
pany's Centoxin drug was 
approved by authorities in the 
UK and Germany, and the 
pharmaceuticals analyst at 
Kidder Peabody reiterated his 
buy recommendation. 

Canada 

TORONTO stocks Tell from 
their session highs by midday. 
The composite index was up 
0.9 at 3.448.9. Declines led 
advances by 205 to 191 on vol- 
ume of 12.9m shares. 

Laidlaw bounced up CS1 
after sliding C$% on Wednes- 
day on continuing reports of 
contamination problems at the 
company's Mercier, Quebec, 
hazardous waste site. Laidlaw 
said late on Wednesday that 
clean-up costs for buried 
wastes would not be materiaL 

Deprenyl Research, the drug 
company, continued to climb, 
rising C$7. to a 12-month high 
of C$20. Xerox Canada class B 
shares gained C$% to C$22 
after Xerox Corp said it had 
signed a letter of intent to sell 
the Canadian unit to General 
Accident Assurance of Canada. 


T HERE has been some 
drama in the chemical 
Industry of late, with 
Hanson taking a stake in ICL 
while the "big three” German 
companies have attracted 
demand in the run-up to their 
dividend payments. Overall, 
however, the sector seems to 
have lost its recent fizz. 

Deteriorating conditions in 
the petrochemical and plastics 
markets have interrupted the 
recovery this year in continen- 
tal European chemical shares, 
and threaten to sentence the 
sector to a summer of under- 
performance, analysts warn. 

Last November, many shares 
had fallen to their lowest level 
relative to their local markets 
since 1980 and were only pre- 
vented from declining further 
by their generous yields - the 
Dutch chemical company DSM. 
for example, was yielding 
nearly 10.5 per cent. 

Since then, many chemical 
shares have outperformed their 
local markets as investors have 
piled back into what they 
regarded as a grossly oversold 
sector. The petrochemical 
industry managed to raise 

EUROPE 
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prices to cover the initially 
sharp increase in the cost of oil 
and naptha that resulted from 
the Gulf crisis. 

The sector’s recovery in the 
first four months of this year 
was helped by the rally in the 
dollar, the quick finish to the 
Gulf war and the consequent 
decline in oil prices, and expec- 
tations that the US recession 
was nearing an end. By April 
25, BASF, which has the big- 
gest exposure to bulk chemi- 


cals among the German chemi- 
cal majors, bad outpaced the 
DAX index by 8.3 per cent, 
while DSM, a purer petrochem- 
ical play, had risen 15.1 per 
cent against the Dutch CSS 
general index by April 8. 

Both shares, along with, the 
rest of the sector, have since 
retreated as the chemical com- 
panies have annnnnrftri poor 
results for the first quarter. 

It is apparent that the Gulf 
crims created a false market 


for petrochemical and plastics 
products, and that underlying 
demand is , Falling oil 
and naphtha prices have led to 
a reduction in inventory levels, 
price erosion and declining 
profit margins. The market's 
fears have been confirmed by 
Mr Jfirgen Struber, the chair- 
man of BASF, who warned 
recently that a return to nor- 
mal order levels for plastics 
was not anticipated before the 
end of this year. 

According to Mr Tony Cox of 
Kleinwort Benson, the contract 
prices of major products have 
fallen by up to 42 per cent 
since the start of 1991, with a 
sharp decline occurring in 
recent weeks. He believes that 
balk chemical prices and mar- 
gins will continue to fall, with 
the pressure easing at the.start 
of 1992 at the earliest as the 
balance between supply and 
demand is reestablished. 

Mr Charles Brown at Gold- 
man Barfis is concerned that 
several* chemical shares seem 
to have recovered too far, too 
soon. He fears that while there 
could be a recovery in the US 
and UK economies, demand 


will be sluggish in continental 
Europe. Furthermore, ha fore- 
: casts that a flood of new capac- 
ity* in the petrochemical indus- 
try and weak trading 
conditions could prevent a 
recovery in product prices 
until well into 1992. 

The revival in chemical 
shares- Is unlikely to resume 
before the second quarter’s 
results, which are expected to 
show further deterioration. 
However, the dividend yield 
should provide some downside 
support for share prices. Mr 
Cox notes that fiscal consider- 
ations should encourage BASF, 
for example, to maintain its 
dividend in 1991 by using Its 
retained earnings amassed 
before 1990. 

Mr Brown favours Akzo, the 
Dutch chemical company, as a 
recovery play. After cutting its 
dividend in 1990, the company 
should be aide to rebuild its 
earnings, helped by cost-cut- 
ting measures, he says. Bayer, 
the German chemical major 
with the lowest exposure to 
bulk riw>piicfiis and an impor- 
tant healthcare division, is 
favoured by both analysts. 


International bargain hunters spotted in Milan 


Bombay slips on widow’s refusal 


SHARE PRICES gyrated on the 
Bombay Stock Exchange (BSE) 
yesterday, after the assassina- 
tion on Tuesday of Mr Rajiv 
Gandhi, the former prime min- 
ister, writes R.C. Murthy in 
Bombay. 

' The news that Mrs Sonia 
Gandhi. Rajiv's widow, had 
refused to lead the Congress 
party came at the close of trad- 
ing. The 30-share into lost an 
early gain to end 5.65 down at 
1,314.89, and share prices fell 
farther after hours. The mar- 
ket will be shut today. 

Trading bad begun hesi- 
tantly after the market's clo- 
sure on Wednesday, but state- 
ments by the International 


Monetary Fund and the World 
Rank, assuring continued sup- 
port for India's economic 
restructuring, gave shares an 
early boost. The index, which 
had opened 25 points lower, 
advanced to a five-week high 
of 1,821.88 by midsession, 
before receding at the close. 

Interest focused on five 
stocks, incloding ACC and 
Reliance Industries, whose 
chief executive is linked to the 
Congress party. Yesterday 
evening the BSE lifted cash 
margins to 20 per cent from 15 
on sales and purchases, to 
moderate the swings. The 
other three stocks with raised 
margins were Tata Steel, 


Gujarat Ambqja and Grasim. 

Earlier in the week, the mar- 
ket had been enthused by 
Monday's elections, the first of 
the three phases of the polls. 
The Congress party was expec- 
ted to win nearly half of the 
Lok Sabha (lower house) seats, 
enabling it to form a govern- 
ment with the support of splin- 
ter groups. The other two 
phases, due yesterday and on 
Sunday, have been postponed 
until June 12 and 15. 

Share values forged ahead 
on Tuesday, with the index 
gaining 36 points to 1,820, 
only to fall tack in kerb trad- 
ing on Wednesday following 
tile assassination. 


THERE WAS A suggestion that 
international bargain-hunters 
were on the prowl in Europe 
again yesterday, and that Ital- 
ian stocks were in their sights. 
writes Our Markets Staff. 

MILAN rose on demand for 
Fiat, which inspired foreign 
buying of other blue chips. The 
Coinit index added another 8.06 
to 58L41 in volume estimated 
at higher than Wednesday’s 
LI 40b n. 

Fiat rose less than 1 per 
cent. L49 to L5.699 at the offi- 
cial close, on its maintained 
dividend and new share buy- 
back programme, but it drew 
attention to Italy's laggard sta- 
tus among European markets 
this year. 

There were better gams later 
for Olivetti, up L140 at L3.640. 
and Femizzi Finanziaria, T.ia i 
better at L2935. A foreign taste 
for telecoms was seen in Sirti 
and Stet, which put on L349 to 
L11.599. and L55 to L2.155, 
respectively. 

Among h anks , BNA rallied 7 
per cent, or L480, to L7.330, on 
speculation that the financially 


Arbitrage and broking campaign lift Nikkei 


Tokyo 

ARBITRAGE buying and 
efforts by Japanese brokerages 
helped the Nikkei average to 
rise yesterday for the first time 
in four days, writes Bmiko 
Terazmo m Tokyo. 

The average closed 244.99 
higher at 25,643.65. after a 
day’s low or 25.35D.82 and a 
high of 25,721.27. Arbitrage 
unwinding depressed the Nik- 
kei in the morning, but 
strength in the futures mar- 
kets triggered buying later in 
the day- 

Volume increased from 260m 
to 370m shares, the heaviest 
level since May l. Advances led 
declines by 598 to 335. with 175 
issues unchanged. The Topix 
index gained 1530 to 1,94837, 
and in London trading the ISE/ 
Nikkei 50 index finned 134 to 
1,448.47. 

Cash positions on June arbi- 
trage contracts at May 17 rose 
to a record Y1.17bn. Traders 
said that, while there was con- 
cern that arbitrage unwinding 
before the expiry of the June 
futures contract could depress 
the cash market, arbitrageurs 
had been rolling over into Sep- 
tember contracts. 

A sales campaign by the Jap- 


anese brokerages helped to lift 
volume, but traders said that 
once it was over, turnover 
would falter again. Hitachi 
Zosen climbed Y3G to Y675 and 
Nisshin Steel Y40 to Y781 on 
brokers’ recommendations. 

Gable and wire companies 
rose on strong earnings fore- 
casts, with Fqjikura advancing 
Y30 to Y1.100. Fiirukawa Y30 to 
YB39 and Mitsubishi Cable Y27 
to Y 1,020. Sharp falls in copper 
prices are expected to improve 
their profit margins. 

Sony, which foil on Wednes- 
day on earnings rumours, ral- 
lied Y26Q to Y5960. Its pre-tax 
profits, announced after the 
market had closed, showed a 16 
per cent rise. Afcai Electric put 
on Y50 to Y1.150 on hopes of an 
85 per cent jump in pre-tax 
profits and rumours of specula- 
tive interest. 

Morinaga Milk Industry was 
actively traded, rising Y22 to 
Y751. Rumours that it had 
developed an Aids drug 
attracted individual investors. 

In Osaka, the OSE average 
added 26.82 at 28,14937 on vol- 
ume of 35m shares, up from 
20m. New Japan Chemical 
moved ahead Y60 to Y1930 on 
earnings news. 

Sanyo Coca-Cola rose Y70 to 
Y2340 on plans to redevelop 


plant sites in western Japan as 
shopping centres, and after its 
tie-up with a restaurant chain. 

Roundup 

SENTIMENT was mixed in the 
Pacific Basin with Hong Kong 
and Kuala Lumpur, in particu- 
lar, showing a tendency to 
move hard and fast 

HONG KONG plunged and 
then rallied after the failure of 
the airport talks. The Hang 
Seng Index recouped more 
than half of a 105-point morn- 
ing drop to close 47.83 or 13 
per cent off at 3.778.79. making 
a three-day loss of 33 per cent. 

Turnover expanded from 
HK$132bn to HK$L57bn. Prop- 
erties took heavy losses, fol- 
lowed by utilities and the com- 
mercial and industrial sector. 

KUALA LUMPUR acceler- 
ated Wednesday’s gains, with 
the ELSE composite index ris- 
ing 18.81 or 33 per cent to 
611.57. its Largest single-day 
gain since October. 

Speculation that Malaysia’s 
national retirement fund might 
soon be allowed to Increase 
Its equity holdings prompted 
further index-linked buying, 
and traders saw a continued 
Inflow of foreign funds. 

Telekom Malaysia, the big- 
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troubled agricultural coopera- 
tive. FederconsorzL would be 
forced to sell its 13 per cent 
BNA st ake. 

FRANKFURT saw the FAZ 
index 1.95 lower at 69393 in 
tnidsession, but registered 
another 1991 high for the DAX, 
which dosed 5.02 up at 1,652.71. 
Volume eased from DMll.ibn 
to DMl09bn. 

Dresdner’s Mr Ruediger Eich 
said that the bank had recom- 
mended the market three or 
four weeks ago on the prospect 
of economic Improvement in 
the second half of this year. 
This week's sudden gains, he 
said, might have been trig- 
gered by interest rate hopes. 


and President Bush's optimism 
about the US economy which 
is good news for German 
export prospects in 1992. 

The renegotiation of Soviet 
homebuflding contracts helped 
constructions firm again, with 
Bflfinger & Berger up DM25 at 
DMS35 and Holzmann DM35 at 
DM1,560. In carmakers, hopes 
that Daimler would ingest its 
Mercedes associate were con- 
sidered an old story; it was a 
switch based on valuation cri- 
teria, said Mr Eteh, which left 
Daimler flat at DM717.50 and 
Mercedes another DM9 better 
at DM586 .50. 

PARIS ended near its day's 
low on the last day of the 


monthly account, following a 
fall in bond prices. The CAC 40 
index lost 17.42 to 1913.71 as 
turnover rose to about 
FFr29bn from FFi2Jl5bn. 

The day’s most active stock 
was LVMH, the luxury goods 
group, which closed FFr7 
higher at FFr3,961 on volume 
of 52.460 shares worth about 
FFr207 m. In earlier trading the 
stock reached a 12-month high 
of FFr4,018. The company 
denied rumours that it was 
planning a rights issue. 

Havas, the media group, lost 
FFr12 to FFr438 after forecast- 
ing unchanged profits for 1991. 
Bon Marchd, the retailer, was 
suspended at FFr824; after the 
market Closed it annonncM a 
reorganisation involving its 
subsidiary, Confozama, which 
was suspended at FFr884. 

HELSINKI rose 19 per cent 
on speculation that tire markka 
is to be linked to the Ecu. The 
Hex index gained 199 to 1.059-2 
in turnover up from FMl&2m 
to FM22.7m, of which FM99m 
was free sh ares. 

BRUSSELS rose in busy deal- 


ings on the first day of the new 
trading account. The Bel20 
index, however, finished 4.45 
lower at 1,16792 after several 
shar ps went ex dividend. 

Solvay, the chemical com- 
pany, continued to benefit 
from the news of its Joint mar- 
keting plans with Upjohn of 
the US, rising another BFr200 
to BFri3,300. - Solvay also 
announced a joint venture 
with Kyowa Hakko Kogyo of 
Japan. 

MADRID firmed in response 
to . a foil in one-year Treasury 
bill rates. The general index 
added 094 to 28598 in turnover 
of about Ptal8bn after Wednes- 
day’s PtalTbn. _ . 

The banking sector was 
strong, with Santander up 
PtalSO at Pt»5950 and BBV ris- 
ing Pta35 to Pta8,425 in active 
t rading of 838,784 shares: 

ZURICH inched up to a high 
for the year, the SBC general 
index closing 19 up at 6259 in 
volume aimiiar to Wednesday's 
SFi49m. Sandoz bearers, split 
into five, rose to SFr2,490 from 
an adjusted SFr2,420. 


gest issue on the exchange, 
jumped MS1.05 or 11 percent to 
M$U. principally because of a 
brokerage report suggesting 
that the telephone monopoly 
may not pay taxes in 1992. 

SINGAPORE'S Straits Times 
Industrial Index, weighted 
towards blue chip Singapore 
companies, rose 7.41 to 1932.44. 

As in Malaysia, the increase 
in Singapore's weighting in the 
FT-Actoaries Pacific Basin (ex 
Japan ) index generated specu- 
lation that equity funds linked 
to the index would raise their 
holdings in the two countries. 

BANGKOK was another win- 
ner, the SET index gaining 8.65 
to 800.73. AUSTRALIA'S All 
Ordinaries index shed 9.4 to 
1,432.0 on a drop in the Austra- 
lian dollar and NEW ZEA- 
LAND ended a six-day rally 
with the Barclays index 14.76 
lower at 194096. 


SOUTH AFRICA 

INDUSTRIAL stocks held their 
gains in Johannesburg yester- 
day, as gold shares slipped on 
pro fit- taking and a foil in the 
bullion price. The industrial 
index hit another record of 
3984, op 2, while the all-gold 
index eased 17 to 1,183. 
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This 72-page 
brochure provides an 
overview of IMD's 
recent research and 
| development 
activities. 

I 

Vision, Strategy and 
Change - three key 
themes guide our 
multi-disciplinary 
research projects with 
our industry partners. 

Our current project 
portfolio includes: 

— Manufacturing 
2000 

— Management 
Development 
2000 

-World 

Competitiveness 

Report 

— Enhancing Cross- 
Functional 
Interaction 

— Managing External 
R&D 

— Competitive 
Dynamics 

— Corporate 
Governance 

— Society and 
Corporations 

— Family Businesses 

— Services 
Management 

— Managing 

the Environment 

— Central-Eurepe and 
the Soviet Union 

In addition, over 30 

faculty research 
projects are in progress. 


How we collaborate with 
industry to develop 
effective management 
programs that will work 

for you. 


To be relevant, executive education 
cannot be developed in a vacuum. 
That’s why IMD works with industry 
in researching the needs of inter- 
national management practice today 
and tomorrow. 

Our approach is one of close colla- 
boration, linking strategy with practice, 
boardrooms with classrooms, and 
functional expertise with general 
management. 

In 1990 alone, 150 senior executives 
from industry, IMD faculty and staff 
spent over 10,000 man-days on 


research projects with direct impact 
on the quality of our programs and 
on m a n agement performance. 

Manufacturing 2000 and Services 
Management are two examples where 
companies from around the world 
commit to on-going research by 
contributing time, expertise and 
financial harking 

At IMD, teaching is also lea rning. 
And learning is sharing. That’s how 
management development works best, 
not only for you, but also for us. 


UVD 

INTUNATIOHAL 

lAlllANHI ..SWITZERLAND 


A New School of Thought 

For a copy of Equations for Change and our 1993/1992 Program Portfolio, write or call 
Anita Renaud, Room 101, International Institute for Management Development (IMD). 

P-O. Box 915. 1001 L a u sa nn e. Switzerland. TeL: ++41 2161901 1L Fax: ++4121 266725. Tlx:455 87L 
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